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MODERNIZATION OF CHINA’S ARMY 


The recent shake-up in the higher posts of the Chinese 
‘“‘People’s Liberation Army” was part of the scheme to deprive 
it of its remaining traces of its guerilla and warlord back- 
ground, to curb its autonomous power, and to replace the 
old veterans with younger men to introduce modernization 
and other reforms. The latter include the introduction of 
compulsory military service, whereby an additional 450,000 
servicemen are to be recruited with terms of service lasting 
three years for the Army, four years for the Air Force, and 
five years for the Navy. These men, between 18 and 22, 
are to be called up between November and next February. 
The Peking People’s Daily pointed out that under the exist- 
ing system it is not possible for the State to have reserves 
of trained troops, which are vital to the sovereignty of any 
independent country. Without such reserves the State can- 
not reduce the personnel of the standing army and save 
money, and the life and family condition of the standing 
army cannot be solved. Opposition is expected to the new 
measure and this may be “exacerbated by hidden counter- 
revolutionaries,” so patient propaganda and education are 
calied for, and careless methods of coercion forbidden. This 
work must be carried out under the unified leadership of 
the local Party committees in order to enforce it smoothly 
and persuade the people to see that it is the most rational 
system. At the same time’ all army personnel in active ser- 


vice are enjoined to learn modern military technique and — 


raise their standards and not slacken their combat will and 
combat preparations. 


The stripping of political power from the Military has 
been pushed to extremes as effective as Stalin’s purge of the 
heads of the Red armies before the war—except that the 
Red hierarchy in China has executed none. While Chou En- 
lai was doing so well at Geneva, perhaps not without envy 
on the part of the internationalist wing of his party, and 
not without applause from the Chinese Generals, the great 
Field Commanders in China were about to be stripped of 
their regional powers and transformed from “kings” of their 


own bailiwicks to mere dummies on the benches of the Mili- 
tary Council. Some of their political commissars went to 
big jobs in the Government, but the chiefs of staff and all 
their headquarters complement went none know where. And 
now the army which won power for the Party, as the pro- 
letariat from the factories and deserters had won power for 
the Bolsheviki, are suffering their final political eclipse. They 
are told now that they must pull their socks up, “learn from 
the advanced military science of the Soviet,’ told that they 
are still backward despite their combat experience in Korea 
against some of the finest armies in the world, and that the 
“Party leadership is the life of the People’s Army.” It was 
only two years ago, on Army Day, that General Chu Teh was 
quoting Mao Tse-tung himself as saying that without the 
Army and armed struggle there would be no place for the 
people or the Party and no victory in revolution! 


And just after the People’s Daily had been inspired to 
talk down to the Liberation Army in this fashion, it was 
announced that the power of the army had been cut down 
to that of a scant minority in the National Congress. Of 
the 1,226 deputies, the armed forces of all kinds had to be 
content with a mere 60 seats, of which ten went to the 
People’s Volunteers, two to the Navy, and the rest to the 
army, air and security forces. | 

In a speech at the first National People’s Congress in 
Peking General Nieh Jung-chen reported on the problems 
of the Chinese Army. He said China now has not only a 
strong army and all kinds of technical arms, but also the 
foundations of an air force and a navy. “This long-steeled, 
valiant people’s armed strength is daily growing,” he said, 
“and constitutes a reliable guarantee for the liberation of 
Taiwan, the fulfilment of the people’s great cause of libera- 
tion, and the safeguarding of the Socialist construction of 
the nation.” Every step by the nation in its Socialist in- 
dustrialization, he added, would provide ever better con- 
ditions for the modernization of the Army. The _ achieve- 
ments in military work in the past five years had been great. 


‘ 
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but many shortcomings still. exist which must be overcome. 
Many fundamental problems are _ still unsolved, because 
modernization is not merely a problem of arms and equip- 
ment renovation, important as this is, but means “a great 
historical change” from a lower level to a higher level, and 
necessarily involves a series of reforms in the organizational 
system. 


The voluntary service system, which applied in the past, 
should not be continued and should be replaced by the com- 
pulsory service system. This was anticipated in the Com- 
mon Programme on which the People’s Government based its 
policy until the new Constitution was approved. The en- 
forcement of compulsory service is not only urgently neces- 
sary to the modernization of the army but also the common 
aspiration of the people. This is because, in the absence of 
the system, it would not be possible for the nation to have 
a definite number of trained reserves, to reduce the size of 
the standing army, to economise national expenditure, and to 
solve the series of problems involving length of _ ser- 
vice, treatment, marriage and family, thus affecting the 
fighting power of the troops and increasing the difficulties 
in demobilization and in change of trade. At the same 
time, it is obviously unreasonable to let only a small number 
of volunteers serve in the army for a long period, while an 
overwhelming majority of the people do not have the duty 
of military service, cannot enjoy the right to “raise their 
political consciousness, study military technique, improve 
their cultural level (i.e., become literate) and receive physi- 
cal training in such a Socialist university as the PLA. It 
is, therefore, to be hoped that, in accordance with the stipu- 
lation of the Constitution that it is the sacred duty of 
every citizen to go through Military Service, the Military 
Service Law should be enforced at an early date. _ 


Difficulties may arise as China lacks experience of this 
system while in the past conscription under the “reactionary 
ruling class’ meant commandeering and thus left a bad 
impression on the people. Thus it will be necessary’ to 


HONGKON 


SQUATTER FIRES: Sites for simple cottages as well 
as basic building materials will be offered by resettlement 
authorities to victims of the recent three successive fires 
at Taipo Road squatter village, Shamshuipo. The majority 
of the sites will be in the Tai Wo Ping area, in the foot- 
hills to the north of Shek Kip Mei. In the meantime fire 
victims who are unable to find their own accommodation are 


permitted to shelter under the verandahs and in the streets | 


of Shamshuipo district. They are also given free meals at 
the Government Social Welfare Centre in Maple Street. 


The Police believe that two of the fires were deliberately 
started. The alarm for Wednesday’s fire was given by two 
Police officers. They found the ground floor of the house 
burning completely empty. The door to the cockloft was 
locked. They broke it down and found a loose fire blazing 
in the centre of an empty room with only newspapers piled 
up around the fire. Investigations are underway and the 
public have been warned that arson is a very serious crime 
and the law provides penalties up to life imprisonment for 
its perpetrators and if life is lost the arsonist will be 
charged with manslaughter or even with murder. As to the 
malicious rumours that all the recent squatter fires were 
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increase propaganda among the people on the superiority of 
the compulsory system. 

Measures governing the service of military officers must 
be drawn up and the problems relative to the treatment 


given to professional soldiers must be solved. For long ~ 


periods in the past the Government supply system has been 
adopted by the PLA during the civil war. This was correct 
because at that time it was not possible for the army to 
get their funds from the national treasury of a unified state 
power, but had to depend upon themselves for food supplies 
and funds, personally to engage in production for them- 
selves, or rely upon the public grain paid by the peasants 
to cover military expenditures. For five years. since the 
founding of the People’s Republic China has been maintain- 
ing this supply system. Now the professional soldiers are 
to be put under the salary system instead of the supply 
system. Otherwise it would be impossible for the regular 
army officers to support their family from the pay they re- 
ceive. Moreover the unreasonable phenomena of _ waste, 
equalitarianism and restriction on marriage resulting from 
the supply system have also become a stumbling block to 
army construction. The salary system, when adopted, will | 
overcome the state of waste (corruption), encourage the 
officers and men to improve themselves and prove of ad- 
vantage to army construction. Of course the professional 
soldiers of the PLA understand quite well that the nation 
must concentrate its strength on Socialist industrialization, 
that the whole of the people must exercise every possible 
economy so as to save funds for this purpose, and that for a 
period the salary system can only be based on low salaries. 
He hoped, however, that the CPG will adopt and enforce, 
at an early date, the salary system for the regular service- 
men. 

Meanwhile, said General Nieh, the army would contihue 
to keep up its political and military training, gain a full 
mastery of modern military technique and build itself into 
a modern revolutionary army so as to accomplish the task 
of liberating Taiwan. 


NOTES 


deliberately started, the Police stated that out of the six 
big squatter fires over the last twelve months, the cause has 
been satisfactorily established in five cases. 


HK PRODUCTS EXHIBITION: The 12th Exhibition of 


HK Products will be opened on December 16. The main 
entrance gate which is now under construction will cost 
about $30,000. The Chinese Manufacturers’ Union  esti- 
mated that income from the exhibition this year would 
amount to $468,900. Last year’s 
Union a profit of $156,294. The Chamber of Commerce of 
the Philippines is sponsoring a Philippine delegation of 
businessmen to HK and is also preparing a publication called 
“Philippines-HK Goodwill Handbook.” The handbook will 
contain articles and statistics about HK and Philippine trade 
and industries, photographs and miscellaneous 
about HK and official messages. After viewing the exhibi- 
tion of HK products, the delegates from the Philippines will 
be shown around the local factories. Filipinos who have 
seen HK factories admit that HK industries are more deve- 
loped and advanced than Philippine industries. 


ENTERTAINMENTS: Many US film stars have recently 
come to HK. The people of this Colony are getting used 
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to seeing, and often ignoring, foreign celebrities. The latest 
arrival was Ava Gardner, a rising Hollywood star, who was 
welcomed, with great fanfare. The tourist business of HK 
is improving with. the. frequent visits of US cinema actors 
and actresses and their crowds of escorts. US naval, air 
and land forces are continually arriving here on recreational 
trips which all goes to show how generous is ‘the US ‘and 
how important is the tourist industry for HK. Ava Gardner 
is in many ways another goodwill , 
She appeared on the stage of a local theatre and tickets for 
that show cost $6 and $7.60 yet the tickets were sold out 
well in advance and the black market prices of these $6 and 
$7.60 tickets reached $15 and $20. Clark Gable and the 
20th: Century Fox party mobilized 300 sailing junks last 
week for the filming of a scene near Cheung Chau Island 
in the US$2.5 million picture “Soldier of Fortune.” The 34 
Japanese show girls who passed through HK last week on a 
transit flight to Bangkok will return to HK in early January 
to play at the King’s and Princess Theatres. They are mem- 
bers of the Shochiku Girls Revue Troupe which has a total 
number of 60 glamorous girls. Many well-known artists 


and virtuosos are coming here to perform and also to have 
a look around. 


QUEEN ELIZABETH SCHOOL: Work will begin next 
month on the construction of the first co-educational Anglo- 
Chinese secondary school to be built by Government. The 
School has been named the “Queen Elizabeth School,’’ and 
will be situated at the junction of Prince Edward Road 
and Sai Yee Street in Kowloon. The new building will be 
three storeys high and of reinforced concrete. There will be 
24 classrooms, each capable of accommodating 40 pupils, a 
school hall which can be used as a gymnasium, and labora- 
tories for chemistry, physics and biology. In addition pro- 
vision has been made for a lecture room, a library, special 
rooms for domestic science, needlework and handicrafts, art 
and geography, and also staff rooms and the usual offices. 
There will be an open playground containing two basketball 
courts, a covered playground and a large turfed playing 
field suitable for football and other outdoor sports. En- 
trance to the school will be on Sai Yee Street through a 
driveway leading up to the school gates. The Principal of 
Queen Elizabeth School is Mr. Cheong Wai Fung, formerly 
Inspector of Schools. 


NEW RAILWAY STATION: A crossing station on the 
Kowloon Canton Railway is to be built at Ma Liu Shui, 
midway between Shatin and Taipo in the New Territories. 
There has long been need for a section on which up and 
down trains can pass the stretch of track between Taipo 
and Shatin, which is at present a single line for the whole 
of its length. It is convenient to build a station at the 
same time as the loop of new track is being laid. The new 
station will in addition serve the needs of Chung Chi Col- 
lege, which plans to move from its present temporary pre- 
mises in Caine Road to permanent and specially constructed 
buildings at Ma Liu Shui. The laying of the loop line will 
help in the construction of the new College buildings. Chung 
Chi College was opened in 1951 and offers post secondary 
courses in Arts and Science. Instruction is given mainly in 
the Chinese language, so that the College caters in the main 
for graduates of the Colony’s middle schools who desire fur- 
ther education through Chinese. 


WATER POSITION: Despite higher than average rain- 
fall during November, including the rain brought by Typhoon 
Pamela on the 6th and 7th of the month, the Colony’s water 
reserves are still some 567 million gallons short of the target 
figure calculated by the Water Authority at the end of 
September as being necessary to see the Colony through 
the winter if a supply of 24 million gallons a day is to be 


ambassador of*the US. | 
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maintained until the end of April. Daily consumption during 
the month has been higher than 24 million gallons. In the 
30 days of November 772 million gallons were actually de- 
livered by the Water Authority, representing an average 
daily consumption of 25.8 million gallons. The present posi- 
tion is neither good nor bad. Consumption is still on the 
high side. The hot weather is responsible for this.. Now 
that the cooler days are with us, the figure will drop. If 
consumption does not fall below 25 millioh gallons a day, 
and we take into account our higher rate of consumption in 
October (27.2 million gallons a day) and November (25.8 
million gallons per day), we are still going to be short by 


918 million gallons of our ‘Safety until the end of April’ 


PLASTICS INDUSTRY | 
The term plastic is essentially a commercial classifica- 
tion to which no strictly scientific definition can be described. 
It covers a variety of products of synthetic origin which 
have been shaped by flow at some stage during manufacture, 
and in the modern world, with its constant quest for speed 


and cheapness, plastic has now become the accepted .sub- 
stitute for rubber, wood, leather and metal.. 


Like so many other Hongkong industries, the manufac- 
ture of plastics was not introduced until after the Second 
World War. It made its debut in 1947 when a group of 
businessmen. established the first plastic factory as an ex- 
periment and its rapid growth since then typifies the indus- 
trial development of the Colony as a whole. The industry 
has continued to expand until today there are _ thirty- 
six registered factories turning out plastic goods, ac- 
cording to the official bulletin of Hongkong Government 
Dept. of Commerce & Industry. The range of moulded plas- 
ticware produced in the Colony includes toys, spectacle 
frames, poker chips, clothes hangers, buttons, fans, picnic- 
ware and a wide range of items for domestic use. The 
goods are attractive, sturdily made and well finished. A 
great deal is sold within the Colony, but a large proportion 
of the output is exported, usually by one of the many 
export houses. In 1953, the value of locally manufactured 
plasticware reached HK$4,846,381, the principal markets 
being Indonesia, Malaya and the Philippines. A breakdown 
of exports by countries and values is as follows :— 


Destinations Value Destinations Value 
$ 

cess 233,333 South American Countries, 
Middle and Near East 9,091 

British Commonwealth Formosa (Taiwan) ..... 7,571 

African Countries, other . 108,572 ee 2,341 
British West Indies .... 93,999 ae 1,652 
East Africa (British) 92,636 RR Se 1,025 
West Africa (British) .. 76,129 1,016 
United Kingdom ........ 58,846 es 1,006 
United States Oceania .. 57,748 ee re 982 
Central Africa (British) 51,776 200 
British Oceania ......... 38,793 Central Asian Countries . 158 
North Borneo ........... 28,837 80 
OcéaMia, ~ n.e.s. 20,018 
Central America ........ 15,049 


Hongkong plastics have no difficulty in gaining Imperial 
Preference, for their British Empire content is practically 
100 per cent. Prior to the United Nations Embargo intro- 
duced in 1951, much of the raw material required (poly- 
styrene, polydichlorostyrene, cellulose acetate, etc.) originat- 
ed from the United States, but when regulations there made 
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it increasingly difficult for loca] factories to obtain these 
moulding powders, other sources of supply were sought and 
most of the Colony’s manufacturers now buy from well- 
known British or Canadian firms through their established 
Hongkong branches or agencies. For a short time after 
the outbreak of the Korean War local plastic factories were 
so severely handicapped through lack of raw materials that 
many were forced into temporary closure. 


Unlike the vast modern plastic factories with their 
streamlined methods of production found in other manu- 
facturing centres throughout the world, the plastic industry 
in Hongkong may, with a few exceptions, be called a cot- 
tage industry. The comparative low cost of the moulding 
machines and the simplicity of operation makes this pos- 
sible, and of the thirty-six registered factories, the majority 
employ only from ten to twenty workers. In many cases, 
a householder will purchase a small injection moulding ma- 
chine, and install it in his own home where it is operated 
by members of his family, the raw material, usually poly- 
styrene, being purchased in small quantities as and when 
required. It is believed that as many as 300 such unregis- 
tered domestic operators exist in the Colony and practically 
all the goods they produce are sold locally. 


In the main, the machines used in the Colony are hand- 
operated, the raw material being fed into the cylinder, 
heated, and then injected into the mould through which 
water is kept running. Wastage is negligible as the small 
producers confine themselves to the use of thermoplastics 
which can be reheated and used again if moulding is un- 
satisfactory. The machines generally range in size from 
3 oz—b5 oz. (the capacity being based on the weight of 
plastic injected into a mould in a single cycle). The moulds 
themselves are often locally made. Single cavity pilot 
moulds for small machines can be made with an engraving 
milling machine without much difficulty, and with reason- 
able care the machines last for about ten years. 


In sharp contrast to the small factories and domestic 
establishments operating their manual machinery are the 
larger factories about seven in number, with their mechanical 
moulding machines and facilities for handling all types of 
moulding powders and resin. The Colony’s leading plastic 
manufactory employs approximately 160 workers and its 
modern automatic machines, imported from the United 
Kingdom and the United States, makes it the best equipped 
factory of its kind in Hongkong. The management believes 
it is unsurpassed by any other plasticware producer in the 
Far East. At full capacity, this factory utilizes from 
100,000 to 150,000 pounds of moulding powder a month and 
is capable of producing 80 ounces of plastic products in one 
operation with all machines. Apart from an_ extensive 
range of good quality plasticware, the engineering staff of 
the factory also design and make machines and moulds for 
their own use and for sale to other factories. While the 
overhead costs of the larger factories are admittedly higher, 
this is offset by a much greater output, e.g., mechanically 
operated self-adjusting machines’ will produce’ seven or 
eight pairs of combs in thirty seconds as opposed to the 
two pairs which can be produced by manual operation. 


Except in the large factories, there are no_ skilled 
machine operators since the work is only of a semi-skilled 
nature, and workers can achieve a reasonable degree of 
proficiency within a month. Production naturally varies ac- 
cording to the orders on hand and generally speaking the 
workers are paid at piece rates. 


All the articles produced in the Colony are small, owing 
to the limited capacity of the machines. Except for one 
factory, nothing over eight ounces is used and there is ample 
scope for further development in the production of moulded 
plastics. Another practically unexplored field, as far as 
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Hongkong is concerned, is extruded plastics where after 
heating, the resin emerges in a continuous strip suitable 
for watch bands, belts, braiding and trimming, etc. Only 
four factories are engaged in this at present. 
have recently begun the plastic coating of rattan by the 
extrusion method and it is probable that in time other 
manufacturers will appreciate the possibilities existing in 
this direction. 


Although established so far only on a modest scale, the 
plastic industry in Hongkong is steadily thriving. Competi- 
tion is keen, not only locally but throughout the world, and 
to compete successfully in overseas markets the Hongkong 
manufacturer must keep his prices to the minimum. He is 
glad of the protection afforded by Imperial Preference in 
many Commonwealth countries. With this and the ad- 


vantage in production costs, combined with a reservoir of 


adaptable labour, there is no reason why the production of 
plasticware should not become one of the foremost of the 
Colony’s light industries. 


THE PEOPLE OF HONGKONG 


There are now more than 23 million people in Hong- 
kong. This spells over-population. Only 20 years ago the 
figure was around 850,000. More than a million newcomers 
have flocked in since the end of the war, according to the 
official pamphlet by Hongkong Government. 


The’ overwhelming majority are Chinese; semi-perman- 
ent European and American residents, mainly British, total 
only some 14,500, excluding the garrison. Temporarily re- 
sident foreigners account for 2,700 more. There is also a 
sprinkling of Portuguese, Indian and Eurasian families who 
regard the Colony as their only home. 


Of this 99 per cent Chinese population 
live in New Territories villages, are mainly farmers and 
fishermen, and might lay good claim to being permanent re- 
sidents. The rest are city dwellers. Of them, 500,000 are 
refugees in every sense: of the word; 300,000 constitute a 
squatter problem. 


Until quite recently few urban Chinese families have 
had real roots in Hongkong. To most Chinese, as to most 
Europeans, the Colony was merely a good place to work 
in, to trade in, to get rich in and then to retire from to 
the native village. Unsettled conditions in China have 
changed all that. Very few of Hongkong’s 23 millions now 


show the slightest desire to leave—even when times are 
difficult. 


Hengkong is therefore faced with the task of expanding 
services originally geared to the requirements of an 850,000 
population to meet the needs of almost three times that 
number. It is tackling the biggest refugee . rehabilitation 
programme of any place on earth. The problem touches 
every facet of administration. It means, for example, more 
houses, more schools, more hospitals, more clinics, more 
markets, more playing fields, more roads, more public trans- 
port, more water, more sewers, more food production, more 
jobs. That all these “musts” are being translated into prac- 
tical realities with remarkably little fuss and bother says 
much for the resilience of the Colony’s economy, for the 


ability of its administrators and for the inherent patience 
of the Chinese. | 


Originally, most of Hongkong’s population were of 
Cantonese origin with, in the country districts, a strong ad- 
mixture of Hakka, the “stranger people” who keep them- 
selves to themselves. 
post-war influx has brought many businessmen and artisans 
from Shanghai, together with people from North China, from 
the coastal provinces and even from China’s Far West. Radic 


Some of these | 


some 220,000 


Cantonese still predominate; but the 
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Hongkong broadcasts daily in three main dialects; it could 
speak in twice as many more and still not be fully compre- 
hended by all its listeners. 


There are virtually no problems of race distinction in 
Hongkong. All classes of the community mingle freely— 
at work and at play. But like all their race, Hongkong’s 
Chinese are heirs to a stubborn tradition of independence 
and very private enterprise. They carry with them their 
own loyalties and way of life as a snail carries its shell. Ex- 
cellent and law-abiding citizens, they ask only to be left 
alone. Government wisely makes no attempt to change that 
attitude. For whatever reason they came to the Colony— 
for refuge, for commerce or perhaps because of the just 
and efficient way in which it handles its affairs—most of 
Hongkong’s Chinese accept without question the fact of 
British rule and go quietly about their business. 


Unfortunately, the greater part of Hongkong’s earth is 
not so good. Most of the Colony’s 891 square miles are 
occupied by precipitous mountains and rocky ravines quite 
unsuitable for cultivation. But thrifty Chinese will grow 
food under the most unpromising conditions, so the main 
slopes of the valleys are intensely cultivated while the lower 
shoulders of many hills have also been terraced. 


Rice—staple diet of the southern Chinese—is the main 
crop. Even so, only a tiny fraction of the Colony’s huge 
annual requirement is produced. The better fields yield 
two harvests a year. Sugar-cane, groundnuts and 
potatces are subsidiary crops and vegetable farming is 
steadily increasing. Excellent vegetable crops are _ pro- 
duced in winter but summer cultivation is limited and Hong- 
kong is all too dependent on imported vegetables. There 


are orchards of citrus fruit, papaya, guava and the delicious 
South China lychee. : 


Chinese are not normally dairy farmers and, except for 
a few herds of imported cattle kept for milk and its allied 
products, the local cattle and buffalo are bred for farm use 
—ploughing, harrowing and so on. Pig farming on modern 


scientific lines is being extensively developed, as also is poul- 
try farming. 


An energetic Agricultural Department ainivitindees six 
stations at which farmers can see new and improved agri- 
cultural and animal husbandry techniques. The farmers also 
meet monthly to discuss their problems with the Govern- 
ment experts. The main research station is experimenting 
in improved crop production, investigating local plant and 
animal diseases and studying the effects of cross-breeding 
native strains of pigs and poultry with imported stock. An- 
nual Agricultural Shows organized by the Department are 
stimulating the farmers’ interest in improving quality. 

Nearly all vegetables are sold wholesale by a Vegetable 
Marketing Organization which aims at securing a fair return 
for producers while maintaining reasonable selling prices to 
consumers. Government provides the collecting depots and 
markets and the necessary transport fleet. Co-operative 


Societies are also becoming increasingly popular with the 
farming community. | 


HOW HONGKONG IS GOVERNED 


Hongkong’s Constitution is based on the usual Crown 
Colony model, the territory being administered by a Gov- 
ernor—the personal representative of the Queen—assisted 
by an Executive Council and a Legislative Council. Since 
the members of both Councils are either salaried officials 
or appointed by the Governor the system is in effect a 
benevolent autocracy—an admittedly rare phenomenon in 
this modern age but one which admirably suits the needs of 


sweet | 


Officers. 
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Hongkong, according to the official es by the Hong- 
kong Government. 


The assent of the Legislative Council is ‘yequired in all 
matters concerning legislation, taxation and expenditure. The 
nine “official” members of the Council (senior Government 
officers) and the eight “unofficial members (of whom four 
are Chinese, two English, one Portuguese and one Indian) 
are all nominated by the Governor. 


Although the voting strength of the “unofficials” is not 
sufficient to defeat the Government on important matters of 
policy, amendments proposed by them are frequently adopt- 
ed, and in the case of very strong opposition to any Govern- 
ment measure they may ask that their views be put before 
the Secretary of State for the Colonies in London. They 
also have the power to bring up any subject for discussion 
and to press for legislation upon it. 


The composition of the Executive Council is similar to 
that of the Legislative Council, comprising six officials and 
six “unofficials,” three of whom are Chinese and one Portu- 
guese. The Governor consults the Executive Council on all 
important matters except in cases of extreme urgency, and 
at the Council’s weekly meetings the advice of members is 
sought on a wide variety of subjects. Since reports of these 
meetings are not published there can be the frankest dis- 
cussion of contentious problems. 


Thus, although the Governor can command an official 
majority in both Councils, this method is practically never 
used to force through unpopular measures. As _ Professor 
Lennox A. Mills writes in his book, “British Rule in Eastern 
Asia,” “. . . the inhabitants of the Colony have much more 
power in reality than constitutional appearances would in- 
dicate. He (the Governor) is a benevolent despot who 
keeps himself well informed as to the sentiments of his sub- 
jects and proceeds towards his goal by compromise and per- 
suasion rather than by insisting upon his legal authority.” 


As Chinese form the overwhelming majority of the 
population it is always official policy to pay particular at- 
tention to Chinese needs. Apart from Chinese unofficial re- 
presentation on both Councils, there is a special Secretariat 
for Chinese Affairs which advises and assists the Government 
on Chinese problems and which spares no effort to obtain 
the view of the Chinese community. 


The actual business of administration is carried out 
through the Colonial Secretary, who is the Governor’s first 
lieutenant and principal adviser and who exercises full au- 
thority over all Departments of the Government and _ its 
agencies abroad. There are in all some thirty separate 
Departments, staffed by members of the permanent Civil 
Service, the work and functions of which correspond largely 
to those of Ministries in autonomous States. There are also 


a number of local advisory bodies with official and unofficial 


membership dealing with such matters as education, labour, 
welfare, the harbour and aviation. 


A degree of local government . was seid by the 
creation in 19386 of an Urban Council with a majority of 
“unofficials’”’ (four of whom are now elected) which is em- 
powered, subject to Legislative Council approval, to make _ 
by-laws On such matters as public health. Local administra- 
tion in the New Territories is in the hands of District 


As in all British territories, the judiciary and the 
courts are entirely separate from the administration and 
interpret the law impartially and with no regard to outside 
influences or considerations. English Common Law forms 
the basis of the legal system with modifications by local Or- 


dinances to suit special requirements of the Colony and re- 
gerd for Chinese customs. 
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Hongkong is immensely proud of its police force, now 
5.000 strong, which is almost entirely Chinese in composi- 
tion, trained and led by 300 British officers. It is a smart, 
well-disciplined and courageous force which tackles all its 
tasks from traffic control, through the prevention and de- 
tection of crime, to patrolling the Sino-British border, with 
tact and efficiency. Most remarkable of all in an Asiatic 
community is the respect and confidence that the police have 
won among all sections of the Chinese population. 


Far Eastern tensions have caused the garrison of Hong- 
kong to be considerably reinforced in recent years. The 
Governor is nominally Commander-in-Chief but in practice 
all executive power is naturally vested in the Commander, 
Combined British Forces and the Commanders of the three 
branches of the Services. There is minimum interference 
by the Services in the life of the Colony and, except at 
week-ends or when warships visit the port and men in uni- 
form throng the main streets, one would scarcely realize that 
Hongkong was a strategic base as well as a great trading 
centre. 


Despite a large refugee population, recent commercial 
difficulties and low taxation (the standard rate of Income 
Tax is 123%), the Colony’s financial position is sound and 
revenue has exceeded expenditure every year since the war. 
The Public Debt is comparativly small and although the 
United Kingdom Colonial Development and Welfare Fund 
has enabled certain development schemes to be started, 
generally speaking Hongkong pays its own way out of cur- 
rent revenue. 


Hongkong has in effect the kind of Government and 
administration best suited to what is virtually a vast com- 
mercial undertaking—the equivalent of a _ professional 
Board of Directors assisted by highly qualified departmental 
managers. 


is the result of the Colony’s consistent policy of conciliation 
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The findings of Professor Mills a dozen years ago are 
equally true today “. ... the Chinese feel that Hongkong 
has been administered with a proper consideration for their 
wishes and customs, and that their point of view has received 
a sympathetic hearing. They have come to the Colony to 
make money and ... they are more concerned with that 
than with, for example, the establishment of a democratic 
majority on the Legislative Council. .. The existing situation 


and co-operation and of the various media which have been 
evoived for carrying it into effect. These have enabled a 
nominally autocratic government unofficially to transform 
itself into one which is neither a despotism nor a democracy, 
but an efficient blend of both. In the present state of the 


Cclony this would seem to be the form of Government best 
suited to its needs.” 


EDUCATIONAL PROGRESS 


The Director of Education, Mr. D. J. S. Crozier, last 
week at a school meeting touched on the question of HK 
educational problems. He said inter alia:— The enterprise 
and energy of our schools, the way in which our governing 
bedies and our teaching staffs meet and subdue the problems 
that face them are not lessened by a comparison with even 
the most go-ahead communities elsewhere. There must be 
few parts of the world where sympathy for education, and 
appreciation of its value, is greater than in Hongkong. The 
conditions in which many teachers are working with inade- 
quate space or facilities, or in premises shared with others, 
the results are greatly to their credit. In many parts of 


the world, deficiencies of this kind are leading to serious 


dilution in the quality of what is being taught. The pro- 
ducts from schools today are better than they ever have been. 
Each year, examination standards are improving. 


JAPANESE FISHING INDUSTRY 


Both in the number of fishing vessels and in the total 
of the annual catch, the fishing industry today has topped 
the prewar level. This surging recovery is remarkable, but 
it is also absolutely necessary for Japan who depends so 
heavily upon marine products as an important food source 
and export item. Fishing is one of Japan’s basic industries. 
On its development greatly depends the economic prosperity 
and health of the nation. National life in Japan has been 
closely linked from ancient times with the 
types and quantities of the marine life to be found not 
only in her surrounding waters but also in the two sea cur- 
rents—Kuroshio (warm current) running to the north from 
the Southern Pacific and Oyashio (cold current) running to 
the south from the Northern Pacific that wash her long 
coastline. 


Fishing in Japan was placed on an industrial scale since 
the beginning of the 20th century with the development of 
modern, scientific technique. The last war, however, dealt 
the industry staggerng blows. Japan lost 45 per cent of her 
territorial area, thus cutting down the food-producing area 
to the four main Japanese islands, which have always been 
intrinsically poor in dairy products and_ other protein-con- 
taining foodstuff. Now, more than ever before, it has be- 
come dependent on animal protein from marine products. 
But the fishing industry itself suffered the loss of a large 
number of fishing craft, with the resultant sharp decrease 


abundance of 


in the total amount of the catches. And many Japanese 


are directly dependent on fishing for their livelihood. 


Fishing vessels in Japan in 1953 numbered 440,000 for 
a total tonnage of 1,210,000 tons. This far surpasses the 
prewar maximum of 360,000 vessels. Of these 440,000 
vessels, however, approximately 70 per cent, or 300,000 
vessels, are non-motorized, while 85 per cent of the remain- 
ing powered vessels, or 110,000 vessels, are small craft of 
less than five tons. Japan’s prewar annual catch averaged 
3,700,000 tcns and topped the world list. This, according’ to 
the data of the U.N. Food and Agricultural Organization, 
corresponded roughly to 20 per cent of the total catch of 
the world. It dropped to only 1,610,000 tons in 1945, the 
year of Japan’s surrender, but in 1953 it reached 4,250,000 
tens, or well above the prewar level. This attests to the 
strenucus national reconstruction efforts in this field during 
the eight years since the surrender. 


The majority of the fishery products, of course, goes 
into the daily diet of the Japanese people. Some 90 per 
cent of domestic consumption goes for food; the remainder 
being used for fertilizer and fish-oil. The greater use of 
marine preducts for food than before the war is one feature 
of the postwar years. This can be attributed to the im- 
proved consumption level among the general population, 
which keeps in line with the national reconstruction, and 
more particularly to the increased demand for marine pro- 
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However, in 
the case of sardines, salmons, crabs, and tunnies, a consider- 
able portion of the catches are exported as refrigerated or 
canned goods. In 1953, this export totaled 151,000 tons, 
valued at $80,000,000. 


According to the 1954 statistics, the number of fishery 
managements in Japan totals 250,000. Of this number, 93 
per cent, or 230,000, are private managements, and 91 per 
cent, or 210,000, of these private managements are small- 
seale businesses with not more than five employees each. 
They operate with non-powered craft or powered vessels 
of not more than three tons. A _ salient characteristic of 
these small fishery groups is that only 14 per cent of them 
are specializing in fishery and most of the remainder are 


concurrently engaged in small-scale farming or other part- 


time labor. <A limited number of private managements and 
960—0.4 per cent of the tctal—corporate bodies are carry- 
ing on large-scale coastal off-shore, and high-sea fishing. An 
estimated 330,000 men are in their employ, 25 per cent 
of whom belong to the households engaged in minor-scale 


fishery mentioned previously..The number of people engaged 


in fishery management or in fishing for livelihood and the 
members of their families totals 2,900,000. 


The Japanese fishing industry after the war has marked- 
iy raised its productive level with the adoption of modern, 
scientific technique. Large fishing vessels equipped with 
electrcnic locators and radars are in operation, and fish-nets 
made of synthetic fibers are in use. However, many small- 
scale groups are still operating in the narrow fishing grounds 
in the coastal-areas. Their technical level remains low, and 
the annual output per group is Worth only $570 or less. Also, 
economic factors operating in the distribution system are 
not altogether advantageous to those directly engaged in 
fishing. In view of this situation, the Government is rushing 
measures to stabilize the management in the fishing indus- 
try. In light of the fact that the Japanese people, compared 
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with those of the Western countries, have a diet which is 
insufficient in protein, the fishery production must be stabi- 
lized to improve the diet and the health of the nation. 


Japan today is involved in many disputes regarding 
fishing on the high seas. On the one hand, Japanese fishing 
vessels in the Northern Pacific and in the China Sea have been 
repeatedly seized by communist nations outside of their 
territorial waters. On the other hand, points at issue remain — 
to be settled with several Free Nations regarding fishing 
on the high seas, including the case of the thermonuclear 
tests conducted some time ago by the United States in the 
South Pacific. Particularly grave, among the current dis- 
putes, is the one with the Republic of Korea. The Govern- 
ment of that Republic in January 1952 proclaimed its 
sovereignty over a vast area of the high seas adjoining it 
and set up what came to be known as the “Rhee Line.”’ 
Japan has suffered heavy losses due to this action of the 
Korean Government because the fishing grounds for mackerel 
as well as trawler and drag-net fishing of the Japanese fish- 
ing communities are located within the “Rhee Line.” In 
addition, the Korean side has used armed force against 
Japanese fishing boats which happened to be within that line 
to seize them or to drive them out of that area, sometimes 
causing casualties among Japanese fishermen. 


That Chinese attacks on Japanese fishing boats were 
frequently perpetrated may give little cause for surprise 
in view of the aggressiveness and hostility shown by the 
Peking regime. That the South Korean regime has taken 
many aggressive steps against Japanese fishing boats is in- 
excusable and is a matter for grave concern among the 
nations which supported Korea in its struggle for freedom 
against communist aggression. The present government in 
Seoul, under President Rhee, has shown little spirit of ac- 
commodation and although very urgently in need of inter- 
national sympathy and support continues to antagonise its 
friends by entirely unwarranted — actions and 
hostile propaganda. (Ed.) 


ECONOMIC REPORTS FROM JAPAN 


Following a generally sidewise commodity market trend 


during October with a contrasting intermixture of metals 
rising and textiles weakening, notable developments during 
upper November included a further firming in metals (es- 
pecially iron-steel) and a slight recovery in textiles. Firming 
of iron and steel was due to continuance of favorable exports 
reflecting overseas market activities together with the rising 
trend in demestic demand including the 10th shipbuilding 
program, export vessels, electric power resources develop- 
ment and subway works. Big makers’ backlogs are reported 
to hold out as far as February of next year. Hence, do- 
mestic prices of steel materials, excepting sheets which were 
steady, went up Y500 per ton. Export prices of bars and 
plates rose (by one US$). 
covery during upper Nov. with worsted yarn (48 double) 
going 8.4% higher than the previous month-end, cotton yarn 
(20s) by 3.7%, rayon filament yarn (viscose 120D) by 3.7%, 
rayon staple yarn (bright 30 single) by 2.4%, cotton fabrics 
(2023) by 9.2%, rayon fabrics (Fujiette) by 4.2% and 
spun rayon fabrics (rayon staple muslin No. 1) by 4.7%. 
A reason for the rise in cotton yarns of low counts was 
scarce supply owing to the shift to higher counts. Increased 
demand for spring goods propped woollen and spun rayon 
yarns. In addition, the influence of favorable export contracts 
must be taken into account. As for other items, except for 


Textiles made an over-all re- 


crude rubber which rose reflecting high overseas markets, 
the markets were steady-to-weakening. 


Retail business (Tokyo dep’t stores) during upper Nov. 
suffered a decline of 7% in sharp contrast to the previous 
month which witnessed an increase of 13% over the corres- 
ponding period of the previous year. The stock market 
suffered further from political unrest and dividend cuts 
causing liquidations. Consequently, the market slumped 
lower. (The Dow-Jones ave. on the Tokyo Securities Market 
was Y316.75, a decline of Y11.44 from Oct.-end). 


* * 


Japan and Burma signed a peace treaty together with 
a reparations and economic cooperation agreement at Ran- 
goon on November 15th. The greatest concern was over 
the outcome of negotiations on reparations. Main provisions 
of the agreement and official instruments exchanged are 
as below: (1) Japan shall provide Burma for ten years 
starting with the effective date of the peace treaty, repara- 
tions in services and production goods amounting to a yearly 
ave. equivalent of $20 million. (2) Japan shall provide 
Burma during the same period, services and production 
goods amounting to a yearly ave. equivalent of $5 million 
for use in their joint enterprises in that country. (3) Of 
the above $5 million, $2 million will be in the form of a 
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loan to Burma. (4) Burma’s share in joint enterprise in- 
vestments will not be less than 60%. 


The above provision on reparations in kind is in con- 
trast to the San Francisco Peace Treaty principle for repara- 
tions in services. Also, the agreement has combined. repara- 
tions with economic cooperation so as to contribute toward 
the promotion of friendly relations. As for ratification, 
Japan is expected to obtain Diet approval in December, and 
Burma in Feb. next year. 


* * 


Trade talks between Japan and Thailand on the cur- 
rent trade plan ($65 million each way for one year from 


September of this year) and on the question of Japan’s pur- - 


chase of Thai rice, closed on Nov. 6 without making any 
revisions on the above trade plan and only exchanging 
official instruments on the purchase of rice. According to 
the agreement, Japan will import 300,000 tons of Thai rice 
(400,000 tons if possible) on a Gov’t-to-Gov’t basis on 
condition that the Thai Government will take necessary 
measures relating to tainted rice. This is to be accom- 
plished under cooperation with the Japanese Gov't and 
research institutions and consultations with the Japanese 
Gov't for the purpose of establishing a Japan-bound rice 
inspection organ. 
* * 


According to the Economic Counsel Board’s Oct. ’54- 
Mar. ’55 (lower fiscal half) forecast on economic trends, 
effects of the tight money policy will seep still further and 
the principal economic indicators will inevitably decline a 
bit more, barring a drastic shift in the situation both do- 
mestic and overseas. 


(1) Fiscal and Monetary. Treasury financing with the 


public will result in a large excess of payments over receipts - 


centering around rice payments. In the monetary field, in- 
creased savings plus bank credit control are expected to con- 


In purchasing power is foreseen. 
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tract bank note issues by about Y10,000 million during this 
period (Expansion of Y13,700 m. in the same period of the 
previous year). The fiscal year-end (Mar. ’55) is expected 
to show a total note issue amount of about Y505,000 million 
(Y534,600 m. at the previous f.y.-end). 


(2) Production and Foreign Trade. Production is 
expected to dip by 4% from the previous fiscal half-year 
owing to investment decline and contraction in demand for 
producers’ goods. Even consumers’ goods will meet sales 
resistance due to a halt in the upward trend of employment 
and wages. Reflecting such a situation, imports are expected 
to go below the fiscal half-year while exports cannot be 
expected to maintain the same favorable level as the first 
fiscal half-year due chiefly to checks on exports to Indonesia. 
As special procurements are expected to taper off, a sizable 
deficit is forecast for the period in the balance of pay- 
ments. 


(3) Commodity Prices. It is seen that the downward 
trend in prices will be dulled further from inventory cuts 
(cutbacks) and easing of the monetary situation based on 
excess Treasury payments’ But, for the immediate future, 
prices ane expected to soften on the whole as weakening 
A dip of about 2% is 
anticipated for both producers’ and ,consumers’ goods from 
the upper fiscal half-year. : 


(4) Enterprises, Employment and Wages. In the 
course of production shrinkage, weak enterprises will be 
weeded out and businesses will be reorganized. Hence, some 
industrial lines will show a decrease in real income due to 
employment shrinkage and decline in overtime pay and 
bonus. Thus, an increase in the number of totally un- 
employed will be inevitable. 


On the whole, the above view seems to hit the mark. 


However, outlook on the foreign exchange balance appears 
to be somewhat over pessimistic judging from recent L/C 
based exports and imports and export contracts. 


~ECONOMIC LETTER FROM TOKYO 


Fiscal 1955 Budget: Finance Minister Ogasawara made 
known on November 2 that his Ministry plans to draw up 
the fiscai 1955 budget on the following lines: (1) The pre- 
sent retrenchment policy will be maintained to recover 
balance in international payments in next fiscal year. (2) 
The scale of Government finance and financial operations will 
be kept within bounds of or smaller than that of the current 
fiscal year to effect a further lowering of prices, even if it 
would be difficult to expect another 10% cut in the coming 
year. (3) The total of the budget will be pegged at 
¥1,000,000 million, expenditures for reparations payments 
and other increases in external spendings to be made good 
by economizing domestic expenses. (4) The net total of 
the initial budget, including Government loans and invest- 
ments, will be made lower than that for the current fiscal 
year, pending the decision on the use of yen counterpart 
funds available from the disposal of the U.S. surplus agri- 
cultural produce. (5) Priority will be given in the dis- 
tribution of Government funds. and investments to indus- 
trial modernization helpful to the attainment of the country’s 
economic self-support. (6) The scale of local finances will be 
limited to below the current year’s level, and there will be 
no increase in defence cost. (7) No room for general tax 
reduction from the side of revenues. (8) The bond issue 
by the Development Bank of Japan will be resorted to only 


for financing enterprises which do not come under the pur- 
view of the General Account or the Government’s loan and 
investment plans, and a careful scrutiny will be made that 


it won’t eventually cause an increase in the Bank of Japan’s - 


advances. (9) A fundamental re-examination will be 
made of the existing food control system, which is causing 
ever increasing strain on the Treasury. 


Currency Expansion: The Treasury disbursements to 
the market are expected to continue in excess of the re- 


-ceipts in October to December quarter, the net excess pay- 
ments through the period possibly reaching as much as 


Y¥240,000-Y250,000 million or Y30,000-Y40,000 million 
higher than an earlier estimate. This, coupled with the 
continued unstable political situation and _ anticipation of 
scme inflationary measures in the preparation of the fiscal 
1955 budget, might destroy the fruits of the deflationary 
efforts thus far made, especially at the approach of the 
year-end when demands for money heap up, in the opinion 
of financial authorities. The Bank of Japan decided to 
enforce more strict money control, guarding against undue 
expansion of currency. 


October Exports Second Post-War High: Owing largely 
to the Government retrenchment policy, balance of trade 
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has shown a rapid improvement since June. Customs clear- 
ances for October showed further recovery with exports at 
157,690,000, the highest since Dec., 1951 ($165 m.), and 
imports at $165,636,000, which is 12% over the preceding 
month, resulting in an excess import of only $8,567,000, the 
smallest since Jan., 1952. The recent export increase is due 
to (1) expansion in metals and textile exports to Southeast 
Asia, (2) export price decline since last year-end of 7.3% 
in the case of textiles and 15.1% in metals, which narrowed 
the gap with world prices, and (3) increased export in- 
centives on the part of businessmen in an effort to reduce 
their inventories of finished goods, because of credit diffi- 
culties. Foreign trade for Jan.-Oct., 1954 comprised $1,293 
m. in exports and $2,076 m. in imports, with an adverse 
trade balance of $783 m., which is $400 m. less than ne 
corresponding period last year. 


Iron-Steel Exports: [ron-steel exports for the current 
fiscal year beginning April have shown an unexpected ex- 
pansion, and export contracts thus far concluded have almost 
reached the export target for the year of 860 thousand tons 
(including secondary steel products) set by the Ministry of 
International Trade and Industry. The _ steel industry is 
confident that the exports for the whole year will exceed 
1,200 thousand tons. Besides, a favorable turn in export 
prices since October is conspicuous, in contrast to a gradual 
decline during the first half year while export volume con- 
tinued to mount. It is noteworthy that export contracts of 
certain products such as steel bars are already booked up 
to next February, and contracts for later deliveries are being 


declined for the time being. Bullish sentiment now prevails 


in the market. 


Cotton Industry: The Cotton Spinners’ Association of 
Japan, in its review of the conditions of the industry in the 
third quarter, says the country’s cotton fabrics production 
for the quarter amounted to 747 million yards or as much 
as 11.7% of the world production. Taking the 9 months 


period from Jan. through Sept., the output reached the post- 


war high of 2,270 m. yards, or 15% over the like period of 
last year. Exports of cotton products amounted to 296 m. 
yards during the third quarter, in spite of stagnant exports 
tc Indonesia and Pakistan, and the total for Jan.-Sept. re- 
vealed a post-war record of 925 m. yards, which is 46% 
over the same period a year ago. As a result, Japan’s 
foreign trade in cotton for the first three quarters of 1954 
somewhat improved, with a deficit balance of $115 million 
as against $134 m. for the like period of 1953. It is to be 
ncted that export prices declined during the period. As 
fo: the outlook, a fall in the output is anticipated from 
Nov. through Dec. 
exercised to the full extent. 


Yet, inventories of cotton 


yarn and cloths, which amounted to 420,000 bales in terms © 


of yarn at Sept.-end, can hardly. be expected to be reduced 
a great deal by the year-end. Although future exports may 
not retain the level of 98 m. yards monthly average in the 
third quarter, it seems most likely that exports for 1954 
will substantially surpass the post-war record of 1,103 m. 
yards of 1950. However, their value will not reach the 
post-war peak of $319 m. in 1951, because of downward 
price adjustments as seen in recent export practices. 


Capital Goods Export to Middle East: The Foreign 
Office is planning to seek a new market in the Middle and 
Near East area on the basis of recent information brought 
to the Office, which indicated possibilities of export of 
capital goods to and technical cooperation with countries 
in this part of the world. According to the information, 
economic activities in the area are and promise to be brisk 
as a result of the notable development of oil industries, 


if voluntary production curtailment is 


745 


and each country is striving for improvement of the standard 
of living and development of agriculture and manufacturing. 
Dispatch of technical experts, easing of the conditions for 
plant export and opening of sample fairs of Japanese goods 
are recommended. 


Coal Production Curtailment: Coal mine operators big 
and small have agreed to curb the output of coal this year 
in coping with the continued business slump. Annual pro- 
duction base will be cut down from the present 43,800,000 
tons to the 40,000,000-tons level. In other words, 1,500,000 
tons reduction will be made from now on to the end of 
March, 1955, so to check the production at 42,300,000 tons 
for the current fiscal year. The Ministry of International 
Trade and Industry is expected to advise the operators to 
seek approval of the Fair Trade Commission for forming 
a cartel among themselves to tide over the business crisis 
they are now facing with by fully explaining the actual 
situation. The new agreement will mean a production cur- 
tailment of a little over 11% on the average to various 
mines, which might seriously affect the production cost. 
Hence, its enforcement will require strenuous efforts at each 
mine. 


Japan-Burma Peace Treaty: A peace treaty between 
Burma and Japan and the already initialled agreement on 
reparations and economic cooperation were formally signed 
on Nov. 5 at Rangoon. This is a welcome event, for the 
resumption of normal diplomatic relations will serve to 
promote friendly relations between the two countries. On 
this occasion there are two things to remember. One is the 
fact that, after three years since the San Francisco Peace 
Conference, there are some 10 countries which are still 
withholding ratification of the peace treaty with Japan. 
Not only that, but there are more than 20 nations which 
have taken no steps whatever to open diplomatic relations. 
It is important that the reparations problems with the 
Philippines and Indonesia should be solved from a broader 
view of things, as is pertinently expressed in the phrase 
‘Peace in Asia leads to Peace of the World”. The second 
concerns the problem of economic self-support of Japan 
through economic cooperation with the Asiatic nations. It 
is no exaggeration to say that the world’s instability to-day 
arises from the poverty of the Asiatic peoples. And yet 
ironically enough Asia is considered to have’ unlimited 
natural resources awaiting development. To elevate the 
living standard of all Asians through discovery and de- 
velopment of such resources is the quickest and the only 
way to the peace and prosperity of the world. Great as is 
the problem of Asia’s defence, it is to be hoped that the 
West would gain a better understanding of this matter and 
cooperate with the Asians in their efforts. That is also 
the major problem for Japan, whose supreme concern is 
self-supporting economy. Only by utilizing these natural 
resources for the need of her industry, can Japan hope to 
attain that objective. And through international trade and 
economic cooperation may Japan expect the barriers in the 
form of unrestored diplomatic relations eliminated. 


Japanese-American Joint Communique: Upon conclu- 
sion of the talks between Premier Yoshida and U.S. Presi- 
dent Eisenhower and other government leaders, a joint com- 
munique was issued by the governments of Japan and the 
United States. It is to be noted that the statement was 
made almost immediately after Premier Yoshida proposed 
economic cooperation in Southeast Asia. That it affirms 
the importance for both America and Japan to cooperate 
for the peace and prosperity of Asia is significant, although 
the contents of the statement are quite abstract. The point 


is that economic cooperation only between the free coun- 
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CURRENT DEVELOPMENTS IN JAPAN 


Opinions that deflation has reached a maximum in 
severity have gradually become widespread despite denials 
of the government and the Bank of Japan authorities. As 
regards industrial production, the index for the mining and 
manufacturing industries (Economic Counsel Board, 1934- 
36=100) registered 154.8 in August, a decline of 11% com- 
pared with March this year. The decline was most marked 
in durable goods such as metals and machinery, which de- 
clined by 17%. Excluding machinery, almost all manufac- 
turing industries showed a larger production than in the 
same month of a year ago. Producer’ stocks have shown 
an increasing trend since the end of last year, and in the 
manufacturing industry as a whole were about 50% larger 
in July than at the beginning of the year. Pressure of 


producer stocks was an important factor in the decline in 
production. 


Business results during the term ending September are 
estimated to show a decline of about 10% in profits of even 
large enterprises compared with the preceding term. More- 
over, as a result of capital increases, the expected ratio of 
net profits to capital stock is about 45%, a decline of more 
than 30% eompared with the corresponding term of the 
previous year. Of 299 companies investigated, only a few 
companies will increase their dividend rate and 211 com- 
panies will show no change, whilst 80 companies will reduce 
the dividend rate and 5 companies’ will suspend dividend 
payment. Industrial profits which are estimated to decline 
affect shipbuilding, iron and steel, heavy electric machinery, 
electric wire, automobiles, ete. Profits in paper and pulp, 
textiles, cils and fats, which were affected by a decline in 
prices of products, are also expected to be lower. It is 
worthy of note that the decline in profits is generally com- 
bined with decreased production. 


Outstanding loans and discounts by all banks through- 
out the country which showed an increase of Y14.8 billion 
during the period from April to June (Y108.9 billion in 
the same period of a year ago), Y17.8 billion in 
July and. Y22.1 billion in August. This increase in loans 
despite financial retrenchment reveals that there has been 
inventory financing to a considerable extent. As_ in- 
dicated in the previous issue of the Monthly Circular, among 
loans and discounts by all banks, commercial bills discounted 
continued to decline since the beginning of this year. Bills 
discounted in July declined by Y6.5 billion, whilst loans in- 
creased by Y40.6 billion (an increase of Y168.6 billion com- 
pared with the end of last year). This increase is largely 
due to loans to the cotton spinning industry to make up 
the shortage of funds for the repayment of cotton credits 
and to finance inventories in the iron and steel, machinery 


and coal mining industries which have been suffering from 
heavy producer stocks. 


The treasury account registered excess payments of 
Y6.8 billion in September due to grants and allotments 


tries of Asia is emphasized, which may be taken as an 
indication that trade with Communist China is not to be 
much counted upon. But, whether trade with Red China 
can be disposed of so simply or should be treated so 
lightly is open to question. At any rate, it is a matter for 
congratulations that the economic development in Asia and 
economic rehabilitation of Japan have been given such a 
serious consideration. It is desired that some concrete mea- 
sures be taken soon for effecting the purpose. 


of taxes transferred to local governments, payment of pen- f 


sions to former military personnel, loans by the Japan De- 
velopment Bank and increased payments in the Foreign 


Exchange Fund Special Account reflecting the improvement | 


in the international balance of payments. The balance dur- 
ing the first half of the current fiscal year (April-Septem- 
ber) showed unexpectedly large excess payments of Y27.8 
billion as against excess withdrawals of Y52.3 billion in 
the samé period of the previous fiscal year, due to heavy 
expenditure carried forward from the previous fiscal year, 


expenditure on public works and national defence and excess. 


payments in the Foreign Exchange Fund Special Account. 
Disbursement of government funds have served to ease the 
financial conditions of industrial enterprises. 


However, these excess payments of government funds 
have not necessarily brought about an easier supply of funds 
in the money market as the flow of funds into industrial 
enterprises has been appropriated for the repayment of 
debts, whilst the funds thus repaid return to the Bank of 
Japan through city banks intent on reducing their depen- 
dence on advances bearing high interest. Reflecting these 
circumstances, the note issue of thet Bank of Japan con- 


tracted to Y515.3 billion at the end of September, showing 
a decline compared with the figure of Y520.9 billion at the 


same date a year ago. Advances by the Bank also showed 
a contraction of Y16.4 billion compared with the previous 
month. The increase in deposits having the nature of savings 
with city banks resulting from the holding-off of purchases 
by general consumers may also have contributed to the 
decline in advances by the Bank of Japan. 


The future development of the treasury will be greatly 
affected by the movement of the Food Control Special Ac- 
count ‘and government specified deposits with city financial 
institutions. Government authorities estimate excess pay- 
ments at about Y210 billion through payments for rice de- 
liveries during the third quarter of the current fiscal year. 
The international balance of payments greatly influences the 
balance of treasury account. If excess receipts are regis- 
tered in the international balance of payments, treasury ac- 
count will show excess payments to the same extent. 


The international balance of payments during the April- 
September period turned favourable from June, registering 
excess receipts of $39 million in September. Receipts during 
the April-September period totalled $1,157 million and pay- 
ments $1,078 million, excess receipts being about $79 million. 
If the present situation continues, the international balance 
of payments during the current fiscal year including both 
visible and invisible trade may be $2,237 million for re- 
ceipts and $2,282 million for payments, excess payments 
being $45 million as against the original estimate of about 
$100 million. 


Although the export trade has somewhat improved, in- 
dustrial rationalization is still an inevitable necessity. 
the readjustment of industrial enterprises is left as it is, 
even large enterprises will be affected by the confusion re- 
sulting from failures and liquidations of medium and small 
enterprises. Unemployment and threatening social unrest 
as well as the necessity of rearmament will fix a limit to 
deflationary policies under the present economic structure. 
The aim of deflation was to create a new price relation 
through rationalization and conditions for reproduction on 
an enlarged scale. These conditions have not yet been ful- 
filled at the present stage of the Japanese economy. 
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‘FOREIGN TRADE OF J 


Foreign Trade during the April-September period show- 
ed a favourable development. Imports showed a ‘further 
reduction, declining, according to custom house _ reports, 
from $260 million in March to less than $200 million in 
June, less than $170 million in August and less than $90 
million during the first 20 days of September. The foreign 
exchange budget covering imports for the first half of the 
current fiscal year amounting to $1,050 million is antt- 
cipated to leave about $100 million unused to be carried 
forward into the latter half-year. 


$2,282 million (imports $1,885 million and payments in 
invisible trade $397 million), excess payments being $45 
million. These excess payments are considerably smaller 
than the original estimate of $99 million. If estimates of 
deferred payment of foreign currency usance at the end 
of the fiscal year. are taken into account, the international 
balance of payments in the current fiscal year may approxi- 
mately maintain equilibrium. 


‘ This estimate is based on the fact that the international 
balance of payments registered excess receipts every month 
since June which, in particular, reached about $40 million 
in August, and on expectations of a further reduction in 
— and a continued advance in exports. 


- Foreign currency holdings at the end of August were 
$837 million (dollars $551 million, pound sterling $144 
million, open-account balances $142 million), an increase of 
about $20 million compared with the pr2vious month. How- 
ever, the holdings are still slightly higher than $400 million 
in substance, when previous purchases. of pound sterling 
from the International Monetary Fund amounting to $62 
million, the United States cotton credit of $65 million, 
deferred payment of pound usance amounting to $63 million 
and tied-up credits of $170 million and $47 million due 
from Indonesia and Korea respectively are taken into 
account. 


As regards the export trade, actual exports in August, 
based on custom house reports, barely maintained the level 
of the previous month amounting to $140 million, but ex- 
ports during the first 20 days of September showed a stag- 
nant development registering $77 million. Exports of tex- 
tile gocds to sterling areas, and those of iron and steel 
products to open-account areas, particularly to South Ameri- 
ca, as well as to sterling areas (India and Pakistan) are 
expected to continue favourable for some time. 


According to an estimate which formed the basis for 
the compilation of the foreign exchange budget for the 
latter half of the current fiscal year, foreign exchange re- 
ceipts amount to $2,137 million (exports $1,397 million, 
special procurements $582 million and other receipts in 
invisible trade $258 million), whilst payments will reach 


(Continued on Page 761) 


Adventure Story! 


nt . Ay st . tional mechanized methods of keeping accounts, to 
Hollerith Electrical Punched Card Accounting is an 
adventure rich in possibilities. It opens a door on 
uncharted territories ripe for exploration. To 
promote the better understanding of Hollerith 
techniques and methods, we have written a guide 
book called ‘‘In business, too...” As this 
\ book is planned for business executives, may we 
noteheading in applying for a copy ? 
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THE FINANCIAL POSITION AND OUTLOOK OF MALAYA | 


FAR EASTERN 


ECONOMIC REVIEW 


By Eric Himsworth 


(Financial Secretary, Federation of Malaya Government) 


In his Budget Speech, on 17th November, in Kuala 
Lumpur, Mr Himsworth outlined the present position of 
Malaya and indicated the problems facing the country. 
The analysis of Malaya’s fundamental problems is a bril- 


liant one and should be studied by all students of Mala- 
yan affairs. 


Every Budget is a milestone in the history of a nation. 
This Budget is no exception, for it marks a stage in the 
progress which has been made on that difficult uphill road 
It does 
not profess to complete the journey, but it does indicate 
that, notwithstanding the trials and tribulations with which 
Malaya is having to contend at the present time, some pro- 
gress in the right direction has been made. Opinions will 
probably differ with regard to the pace at which that pro- 
gress has been or is being achieved; there will be a variety 
of views about the manner in which the journey is being 
planned, and I do not doubt but that there will be a 


minority who will hint that it is : made in the wrong 
direction. 


There are some matters in this Budget which should 
give considerable satisfaction, but there are others which 
must vitiate any feeling of complacency that everything is 
going to be well just round the corner. To-day, however, 
is the time for bringing our castles in the air down to 
earth and assessing, with determination and realism, what 
we can build and what we must do without. 


If I were asked to put Government’s financial policy 
in a sentence, I would say that it is to mobilise all 
available resources to win the battle against the Com- 
munist terrorists, and to maximise the economic and social 
development of the country. There may be criticisms that 
all available resources are not being mobilised, or that they 


are not being deployed in the right way, but more of that 
anon. 


The Budget of 1954 


When I introduced the 1954 Budget a year ago, Federal 
revenue, excluding grants-in-aid from Her Majesty’s Govern- 
ment, was estimated at $514 million. The revised estimate 
for revenue for the current year is now $541 million, but 
of this amount $3 million represents the new duties which 
were imposed by the House at its last meeting. 


The pattern of revenue is, however, somewhat different 
from that which was anticipated. Tin revenue at $52.5 
million is $15 million higher than the original estimate, 
owing to the fact that the price of tin almost throughout 
the year has been in excess of the figure of $300 a picul 
which was used in calculating receipts from this export 
duty. Income tax, too, has been more prolific than was 
expected, and the present figure of $140 million is $30 mil- 
lion in excess of the original estimate. This is due in part 
to payments in respect of 1953 made in Singapore, which 
were not brought to account until 1954, and in part to a 
vigorous effort which was made to collect arrears. The 
petrol duty is $1.25 million above the original estimate. 
On the other hand, certain other items of revenue have fail- 
ed to come up to expectations. The duty on spirits is 


these two commodities. 


$1.5 million down, and that on malt liquors $2.5 million, 
a fact which those who advocate an increase in those import 
duties should remember. It would seem that the law of 
diminishing returns is beginning to operate in respect of 


original estimate of $48 million, owing to the fact that 
throughout the earlier part of the year the price of rubber 
was substantially below the figure of 65 cents which was 
used in estimating the rubber export duty. If the price 
of rubber remains in excess of 75 cents for November 
and December, this shortfall in rubber duty will not of 
course be so large. The biggest fall, however, has been 
in respect of tobacco duty, receipts from which are now 
expected to be $21 million less than the $116 million anti- 
cipated at the beginning of the year. This is due in part 
to the higher prices which resulted from the increased 
tobacco duties about a year ago, but it is probably due more 
to the fact that there has been less money to spend on 
tobacco with the fall in the prices of rubber and tin. It 


Rubber is $5.5 million below the | 


is therefore reasonable to suppose that, had the duties not | 


been increased, the amount collected would have been even 
less than the revised estimate. All in all, the total Customs 


and Excise duties in 1954 are now expected to amount to 


$307 million as against the original estimate of $312 mil- 
lion. 


While the total revenue for 1954 is thus likely to be — 


some $27 million more than estimated, expenditure in 1954 
is now expected to be $715 million, $21 million less than 
the original estimate of $736 million. This reduction is, 
however, due not so much to savings in expenditure as to 
the inability of Departments to spend the whole of the 
amounts which were appropriated to them in the 1954 Bud- 
get. A determined if unpopular attempt has been made 
by the Government to hold down departmental expenditure. 
Substantial amounts have, however, been voted by way of 
supplementary expenditure, but these, at $27 million to the 
end of October, are considerably less than the $73 million 
which was voted over the same period in 1953. 


With revised revenue at $541 million, and revised ex- 
penditure at $715 million, the revised deficit for 1954 is 
$174 million, compared with the original $222 million. As 
a result of this reduced anticipated deficit, surplus balances 
at the end of the year are expected to amount to $264 
million, of which $193 million will be realisable. This is a 
much healthier financial out-turn than was originally envi- 
saged, but we should recall that we have only achieved 
this position because of the generous gesture of Her Majesty’s 
Government and of, the Government of Singapore, both of 
whom gave us substantial financial aid in the year that is 
now closing. The position will be further improved in so 
far as the surplus funds are concerned by the addition 
of the Federation’s share of the assets and liabilities of 
the former Straits Settlements, amounting to $26 million. 
Since the Federal Government owes the Singapore Govern- 
ment an equivalent sum in respect of such items as con- 
tributions to the Joint Supply Board, the adjustment will 
be one of accounting, and the actual cash position of the 
Federation will not change. The liquid surplus balances 
will, however, improve to $220 million. 


—_ 


Dec 


fron 
mill 
duti 
esti 
are 
the 
esti 
spir 
| imp 
| ccm 
| inco 
195! 
Tax 
lion 
The 
on 
thro 
of $ 
in 2 
orig 
57,0 
the 
am 
$54 
of 
loa 
cha 
in 
ano 
will 
exp 
by 
edu 
has 
the 
rev 
in 
slac 
but 
on 
refl 
tio 
is r 
The 
con 
vis 
Lo: 
as 
cau 
has 
esti 
19 
of 
aut 
De} 
bee 
Tel 
Cus 


on, 
ort 
of 


of | 


the 


hat 


ber 
was 
rice 
ber 

of 
een 
now 
part 
ased 
on 


not 
even 
toms 
t to 
mil- 


o be 
1954 
than 
n is, 
is to 
the 
Bud- 
made 
iture. 
of 
>» the 
illion 


d ex- 
54 is 
As 
ances 
$264 
;is a 
envi- 
1leved 
iesty’s 
th of 


hat is 


in so 


‘dition 
ies of 
illion. 
overn- 
con- 
it will 
of the 
lances 


estimate of $200 million in 1954. 


It 


December 9, 1954 


The Budget for 1955 


The total revenue estimated for 1955, excluding grants 
from Her Majesty’s Government, is $547. This is some $32 
million more than the original estimate for 1954. Import 
duties are estimated at $213 million, compared with a revised 
The most important items 
are tobacco duty, expected to bring $97.5 million, as against 
the original estimate of $116 million in 1954, petrol duty, 
estimated to bring in $36.5 million, malt liquors $18 million, 
spirits $13.5 million, textiles $11.5 million, and all. other 
imports $36 million. We received certain windfalls in In- 
ecme Tax in 1954 which we cannot expect in 1955, and 
incomes generally, and in particular company profits, will 
probably be less in 1954 (the basis of assessment for 
1955) than they were in 1953. The proceeds from Income 
Tax in 1955 have therefore been estimated at $125 mil- 
lion, $15 million more «than the original estimate for 1954. 
The export duty on rubber for 1955 has been estimated 
on an assumed export of 575,000 tons at an average price 
throughout the year of 65 cents a lb. to produce a revenue 
of $48 million. The export duty on tin is expected to bring 
in revenue of $48.5 million, or $11 million more than the 


original estimate for 1954, from an estimated export of 


57,000 tons of tin metal at an average price throughout 
the year of $850-.a picul. Other revenue is expected to 
amount to $112.5 million, making a grand total revenue of 
$547 million. | | 


The estimated expenditure for 1955, excluding grants 
from Her Majesty’s Government, is $695 million. One 
of the main increases in departmental expenditure is in 
respect of charges on the Public Debt. The extensive 
Loan Programme on which this country has embarked will 
add, and continue to add, substantially to the amount 
chargeable to the annual budget by way of interest and 
sinking fund charges. Another large increase is expenditure 
on the Federation Military Forces, from a revised estimate 
in 1954 of $36 million to $39 million in 1955. This is 


another head of expenditure on which substantial increases - 


will occur in future years as the proposed programme of 
expansion is implemented. As a result of the acceptance 
by Legislative Council of the Government’s new policy on 
education, an item of $10 million to implement that policy 
has been inserted. The major decrease is to be found under 
the head of Emergency, the cost of which is expected 
to drop from an original estimate of $171 million, and a 
revised estimate of $168.7 million in 1954, to $138.3 million 
in 1955. I should emphasise that it does not mean any 
slackening of the effort against the communist terrorists, 
but rather that the success of the Government in getting 
on top of the terrorist menace is at last beginning to be 
reflected in the cost of the campaign. Another large reduc- 
tion is in respect of Public Works, Non-Recurrent, which 
is reduced from $66 million in 1954 to $52 million in 1955. 
The reduction of $43 million in expenditure by the Tele- 
communications Department is due primarily to the pro- 
vision of special expenditure for that Department in the 


Loan Programme and not in the ordinary Federal Budget 
as hitherto. 


There is one figure in the 1955 expenditure which must 
cause cencern. It is that for Personal Emoluments, which 
has increased in one year by $10 million—from a revised 
estimate of $136.8 million in 1954 to $146.3 million in 
1955. This is not due to any large increase in the number 
of personnel in Government—increases in staff have been 
authorised very sparingly by Government, and the only 
Departments which have been permitted to expand have 


been the revenue’ producing Departments’ such as 
Telecommunications, Post Office, Income Tax _ and 
Customs. The major portion of this increase in Per- 
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sonal Emoluments is due to increments in the _ salaries 
of present staff. In view of the fact that much of the 
staff is in the lower age groups, similar increases can be 
expected in future years unless. a determined attempt is 
made to reduce staff, which inevitably will mean a reduc- 
tion in Government services. I have already remarked on 
the increase in the Education Vote in 1955 of $10 million 
following the adoption of Government’s new Education 
policy, which will demand further large sums in succeeding 


years, as the salaries of the new teachers increase with the 
length of service. 


There is one item of expenditure in this Budget which 
is less than it ought to be. I refer to the provision made 
for maintenance of roads and buildings. It can be argued, 
and correctly argued, that a reduction in expenditure on 
the maintenance of capital assets is a doubtful economy. 
Government would agree, but we have made desperate efforts 
to cut our costs in 1955, and Government decided in respect 
of this one year to keep maintenance votes to a minimum. 
§ should warn, however, that it will not be possible to re- 
peat this economy in 1956, and the next Budget will have 
to provide for substantial increases for the maintenance and 
repair of Government buildings and roads if we are to avert 
a very rapid deterioration in these assets, which can only 


lead to proportionately greater expenditure on maintenance 
in later years. 


There has, however, been a significant decrease in the 
amount of Special Expenditure which, in the original Esti- 
mates for 1954, was estimated at $347.2 million, but which 
in 1955 will not be more than $271.7 million. 


The amount allocated to the States and Settlements in 
respect of 1955 is $162.9 million, some $15.8 million less 
than in 1954. The Federal Government has had to call on 
State Governments to participate in the general reduction in 
Government expenditure. The system used in making the 
allocaticn to the States and Settlements this year has been 
different from previous years. The States and Settlements 
were first given a sum equivalent to their annual recurrent 
charges for 1954, and to this was added a grant in respect 
of all adults in the State or Settlement of $6.5 per capita, 
together with a special “‘under-development” grant of $3 
per capita in respect of the under-developed States of 
Trengganu, Pahang, Kelantan and Perlis. It is not claimed 
that this system is perfect although it is considered an im- 
provement on the system of previous years. A new scheme 
of revenue allocation has been devised by the Federal Trea- 
sury, and the Rulers have agreed that this system shall be 
examined by a Special Committee of Representatives of the 
States and Settlements Governments and the Federal Gov- 
ernment. It is hoped that from this examination a new 
and more scientific system of revenue allocation, acceptable 
to all the Governments concerned, will be forthcoming, and 
the perennial dissatisfaction with the system of revenue 


allocation to States and Settlements will be overcome once 
and for all. | 


With a total revenue of $547 million, and a total ex- 
penditure of $695 million, it is estimated the deficit for 1955 
will be $148 million, or some $74 million less than the ori- 
ginal estimated deficit for 1954. A reduction in the level 
of our estimated deficit by $74 million in the space of twelve 
menths illustrates perhaps’ better than anything else the 
success of the economy campaign which Government, has. 
strenuously undertaken over the past year. 


Our liquid surplus balances at the end of 1954 are ex- 
pected to be of the order of $220 million, and therefore it 
will be possible to finance the deficit of $148 million from 
these balances without having recourse to any overseas aid. 
Although Her Majesty’s Government stated earlier in the 
year that they would be prepared to help Malaya in the event 


| — 
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of the country’s resources being inadequate to meet the ex- 
penditure for 1955, it would appear that it may not be 
necessary to call on Her Majesty’s Government for any 
additional financial help. Nevertheless we will be working 
on very close margins, and it may be that our revenue will 
not reach the estimated totals, or that our expenditure may 
be in excess of the amounts for which we have budgeted. 
In this event Her Majesty’s Government have made it known 
that, should we run into financial difficulties in the year, 
we may approach them for aid. 


Government has not, in presenting these figures for 
1955, taken into account the recommendations of the Mudie 
Missicn on Rubber. If the Mission’s recommendations were 
to be accepted by this Government, the loss to Government 
revenue might be as much as $36 million a year, and we 


might not be able to meet a loss of revenue of this magni- 


tude from our own resources. Until, however, Government 
has reached a decision on policy with reference to the Mudie 
Report, it will not be possible to reflect that policy in the 
1955 Budget. This policy will of course be determined not 
merely in the light of the recommendations made by the 
Rubber Mission, but also in the light of any suggestions 
which the International Bank may have to offer, and it may 
necessitate a revision of this Budget, or the introduction of 
a supplementary Budget in 1955. 


Taxation Problems 


I think, however, that the country can be proud of the 


fact that for the year 1955 it has been found possible to 


budget for the cost of the Emergency, for an extension to 
our social services (in particular Education), for the main- 
tenance of services in other fields at present levels, and to 
provide for all this without recourse to outside aid. While 
these are matters for considerable satisfaction, it would be 
unfortunate if my remarks were to lead to any feeling of 
complacency as regards the financial situation. Although 
the deficit in 1955 may be financed from our own resources, 
it must not be forgotten that there will still be a deficit 
of $148 million on the budget. This is a formidable amount, 
representing as it does nearly 27 per cent. of the total 
Federal revenue. Moreover, at the end of 1955 our realisable 
reserves will be reduced to $71 million, which is no more 
than “till money”, that is, the cash that we need to keep 
us going from month to. month without having to borrow 
from the banks. There will therefore be nothing left at the 
end of 1955 to finance any deficit which we might be called 
upon to meet in 1956. 


There will be some who will contend that we are not | 


doing all we could do in the way of taxation. It is doubtful 
whether there are any new sources of taxation which can 
be tapped by the Federal Government. There may be some 
room for new taxation in the States and Settlements, and 
one or two fresh sources for example, a tax on undevelop- 
ed land, in Municipal and Town Council areas. But I am 
convinced that there are no new fields capable of yielding 
substantial amounts of revenue which have not been explor- 
ed by the Federal Exchequer. 


It has been suggested, however, that perhaps’ the 
Federal Government is not doing all it might do in respect 
of existing sources. In particular the petro] tax has been 
mentioned as one which might be increased. But it should 
not be necessary to point out that a tax on petrol is a tax 
on transport, and cheap transport is of vital importance to 
an under-developed country. 96 per cent. of all the vehicles 
registered in the Federation are petrol driven, and while 
many of these are private vehicles, 23 per cent. of all re- 
gistered vehicles in the Federation are petrol driven com- 
mercial vehicles. Moreover, in most parts of this country 
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the sole means of transport is by road and, as new areag 
are opened up, this type of transport will play a major role 
in developing the economy of the country. The present tax 
of 73 cents a gallon is not so high as that in some of the 
highly developed countries, but it is still high, and it would 
be a mistake to throttle the development of new —— 
the opening up of new lands, or the linking of kampongs 
to our existing road system, by placing transport facilities 
beyond the means of those who need them. 


Another field of taxation which has received a great - 


deal of attention recently is income tax. Let me first deal 
with the possibilities of increased income tax on personal 
incomes. There are many who will argue that the maximum 
rate of income tax at 30 per cent. is lower than it ought to 
be in respect of higher incomes. If the rates of income tax 
were increased up to a maximum of 60 per cent. in the 
higher income groups, it is possible that the additional 
amount of revenue would be of the order of $6 million to 
$7 million. This is something, but not very much. If in- 
creased amounts of a significant size are required from in- 
come tax, they will not be obtained by merely increasing the 
rates in the higher income group, but by extending the base 
of our income tax structure to gather into the fold of tax- 
payers more of those in the lower income groups who are 
at present exempt. This could only be achieved by reducing 
the rates of personal allowances, allowances for children, 
and the like. 


I should, however, point out that rates of income tax 
apply throughout the whole of the Malayan Peninsular, and 
they can only be negotiated cn a pan-Malayan basis. If the 
Federation were to break with Singapore and impose its 
own rates of income tax, the almost indivisible nexus of 


Malayan business in the Federation and Singapore would be 
entirely 
extensions, 
which would not be possible at the present time owing to the 


disrupted. The Federation would require’ an 
separate Income Tax organisation, with large 


difficulties of recruiting suitable staff. Without a doubt it 
would also cause the flight of some capital from the 
Federation to Singapore, and the net gain to the Federation 
revenue might be very small indeed. 


The tax on company profits must be considered on rather 
a different footing. The present standard rate of 30 per 
cent. is less than the rate of 45 per cent. which prevails in 
the United Kingdom and some other countries. It should be 
remembered, however, that it is no more than applies in 
some of the under-developed parts of Africa, and is much 
higher than the rates at present in force in Hongkong. 


Investment Capital and Underdeveloped Countries 


The problem of attracting capital for investment to 
under-developed countries is perhaps the biggest problem 
which faces such countries at the present time. There is no 


lack of projects which require to be undertaken. There is 
no general lack of labour but, without’ the support of capital 
to provide the tools and equipment for labour to use, labour 
cannot make its maximum contribution to the welfare and 
economic development of the country. There is_ reason 
for supposing that there are, in the highly developed coun- 
tries, large amounts of capital seeking investment, although 
it is doubtful whether the total amount is adequate to meet 
all the requirements of the less developed parts of the world. 
But capital is shy and cautious, and will seek an outlet only 
in those countries where conditions are favourable’ and 
friendly to overseas investment. If we are to induce over- 
seas capital to give priority to the development needs of 


Malaya, we must create those basic conditions which are : 


necessary to attract investors. These conditions are four. 
First, we must have a sound political system. Second, there 
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must be among our people a wish and a will to make the 
effort and the sacrifices which are required by a people 
bent on improving their standards of living. Third, there 
must be a promise that investment can expect as good a 
return in Malaya as it is likely to get elsewhere in the 
world. Fourth, and finally, there must be the knowledge 
that the security of capital investment is likely to be no 
less safe here than it is in other parts of the world. 


Moreover, we have not only to consider the attraction 
of new capital to the country, but also the retention of such 
capital as has already been invested here. Until the poli- 
tical situation in South East Asia improves, probably the 
main source of new investment on which Malaya will have 
to rely is the profits which companies already operating in 
this country will plough back into their present enterprises. 


Now one of the most powerful repellants of capital, be 
it capital by way of new investment or by way of undis- 
tributed profits ploughed back into an enterprise, is a high 
rate of company income tax. I think that it would be wise 
for the protagonists of high rates of tax on company pro- 
fits to examine the post-war economic history of Hongkong 
which, in a space of less than ten years, has changed from 
a purely commercial to a commercial and industrial centre. 
This has been due in large measure to the attractive rates 
of company tax which are in force in that Colony. There 
would seem to be no other reason to explain why much of 


the capital investment which has found a home in Hongkong, - 


to the great benefit of the Island Colony, should not have 


sought a permanent and perhaps less exposed home in the 
Federation. 


And here, if I may digress a little, I would explain 
that I myself feel that the under-developed countries will no 
longer be able to count on the capital resources of the 
private overseas investor. That old and, 
maligned race of merchant adventurers who were prepared 


to take great risks with such capital as they had to invest, . 


who started the first rubber estates, opened up the first tin 
mines, and set up the first trading posts in this country, has 
probably gone for ever. Heavy taxation in the more de- 
veloped countries has limited the capital which individuals 
have available for investment risks. 


But such capital as is available in the older developed 
countries now lies in the hands of the big institutional in- 
vestors, who cannot be expected to be intimately acquainted 
with conditions. ruling in the far distant and less developed 
areas of the world. It would appear, then, that the main 
investment problem which now faces the world is how to 


mobilise the capital resources of the big institutional inves- . 


tors in the more developed countries, and channel them to 


productive use in the under-developed parts of the world.. 


With conditions in many of these under-developed areas 
so uncertain, and with the holders of capital 
hesitant and wary, what is required is 
whereby these fears and this hesitancy can be overcome. It 
would seem that organisations which can bridge this gap 
between the under-developed countries and potential in- 


vestors in the wealthier countries are already in being. 
We have, for example, recently seen the International Bank. 
_ placing a loan issue in half a dozen different countries and 


having such issue over subscribed, thereby making available 
capital resources which the Bank will no doubt 
some of the less developed parts of the world, which could 
not, without the aid of the International Bank, have suc: 
cessfully negotiated such a loan. .»We’may‘even one day see 
the same practice adopted by the . 
Corporation, and perhaps by the Colonial’ Development Cor- 
poration. It seems to me that it is organisations such as 
these which, through their specialised knowledge of under- 
developed countries, can provide that expert examination of 
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possible investment projects, and inspire that confidence, 
which will induce the large institutional investors in the 


highly industrialised and wealthier parts of the world, to 


join hands with Government sponsored agencies to make 
available capital for the investment . needs of the under- 
developed countries. I myself hope that one day the 


nations associated with the Colombo Plan will set up some 
joint Bank or Finance Corporation which will facilitate the 
transfer of capital to countries such as Malaya. But we 
cannot expect such transfer to take place unless we do our 
part and create. conditions within this country which re- 
cognise that invested capital must be given security and be 
permitted to expect an adequate return on the investment. 
Investment is not charity: it is a business proposition to 
which the ordinary rules of business must be applied. 


Problems of Progress 


We should therefore be under no illusion in this coun- 
try about the main problem which besets us. If we are to 
raise the standard of living of the people of this country, 
we must become investment minded, and direct into this 
country by such means at our command an enormous influx 
of capital. Large tracts of the Federation are still unde- 
veloped and at the moment covered in dense jungle which 
is useful only to the terrorists as a convenient lurking place. 
These areas are not going to be able to produce cocoa, 
ecconuts, palm oil, or other agricultural products for which 
our climate and our soils give particular advantages, until 
we can persuade people with money to invest to come here 
with the bulldozers, the ploughs, the fertilisers and the trucks 
to clear such areas and apply that technical knowledge which, 
by making the soil productive, and employing our people, 
will enhance the national income of our country. 

We are not going to get a diversified economy unless 
capital can be enticed to Malaya to set up additional or 
alternative industries. Yet without such industries, both in 
the agricultural and industrial spheres, we cannot hope to 
raise the wealth of the country. Without an increase in 
our national income we will not expand our revenue and, 
without an expansion of our revenue, it would be idle to 
pretend that there can be any increase in the health, educa- 
tion and other social services, which are so much in demand 
from our people. In short, capital investment is the key 
to the expansion of those services which are most ardently 
desired by this country. Any party or group which claims 
that it can expand these services without first strengthening 
the national economy through large capital investment would 
be misdirecting the people. A person who can think of ex- 
tended education and medical services without first thinking 
of new capital investment, is not. unlike a man who decides” 
to brew himself a pot of tea, and hopefully pours in the 
hot water, overlooking the fact that me has si dates to 
put the tea in the pot. 


Loans and 


It is with the realisation of the importance of ‘capital 
investment. that. it behoves us to look at our Development 
Programme... This programme is financed in the main by 
loans. Loan expenditure in respect of 1955 has been limited 
to the continuation of schemes already begun. This has 
been done deliberately since it is hoped that the Report of 
the International. Bark Mission will suggest the main lines 
of development over the next few years, and Government 
has therefore thought it better to await the publication of 
‘that Report before committing loan monies, our main source 
of development finance, to projects which in the event may 
not be the most suitable in the light of the recommendations 
in the Bank’s Report. 
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Nevertheless there are two items in respect of which 
Government believes that it would be wise to enter into 
further commitments in 1955. These are for expenditure 
on the Malayan Railway and in the Department of Tele- 
communications. Both of these Departments will require to 
undertake heavy capital expenditure over the next year or 
two, and it is desirable that this development should not 


be delayed, since it appears that both departments will be ~ 


early revenue earners with any capital finance which is 
found for them. Government has, therefore, in advance 
of the receipt of the report of the International Bank 
Mission, agreed to the expenditure of an additional $5 million 
of loan finance on behalf of the Telecommunications De- 
partment in 1955, and $1 million for the Railway. The 
Railway will also be authorised to place orders for new 
diesel locomotives and other equipment up to $5 million, al- 
though the final expenditure on these items will not be 
incurred until 1956. 


A year ago we intended to raise a sum of $100 million 
in the Federation to finance loan works. A loan of $60 
million was raised in January of this year on the local 
market, and Government also took the opportunity of enter- 
ing the London market in June. The local loan was a 20- 
year loan at 43%, and was over-subscribed. The London loan 
was raised in two parts, £2,900,000 (or $24,857,000) was 
added to the 1960/70 3% Loan, at £84-7/8 to £85, and 
£1,895,000 (or $16,248,000) to the 1947/76 3% Loan, at 
£81-1/8 to £81-3/8. The net result will be that while 
interest payments on this sterling loan will be kept small, 
the net return will be of the order of 4.4%, because the 
capital appreciation will be substantial when’ the loan is 
eventually repaid at par. It was not necessary to raise ad- 
ditional sums on loan in 1954 because the pace of loan ex- 
penditure was considerably less than that anticipated. 


Problems of the Future 


Looking to the future, the outstanding feature to note 
about the Budget now presented, as compared with last year, 
is that expenditure is mounting more rapidly than revenue. 
I have indicated some of the fields in which the expansion 
is likely to be substantial in the next few years—Personal 
Emoluments, the Federation Army, Education, and 
Public Debt, with little possibility of increases in these De- 
partments being offset by a reduction in expenditure in 
cther fields of Government activity. I have also tried to 
point out that it is going to be difficult, extremely difficult, 
to raise any substantial amounts of additional revenue. The 
disappearance of the Emergency would do something to help, 
but it should be noted that the cost of the expansion of 
present services might easily outstrip the reduction in Emer- 
gency expenditure year by year. This poses the _ basic 


dilemma of the Federation of Malaya—how are we to keep ~ 


expanding our services and at the same time close the gap 
between expenditure and revenue? The main financial pro- 
blem cver the next few years which will face whatever poli- 
cal party is in power is going to be the “battle of the gap”, 
and the progress of that battle will condition all endeavour 
in other fields of Government administration. The gap can 
be closed temporarily by outside aid, but it would be wrong 
to under-assess its significance or to forget that one day it 
will have to be closed by the efforts of this country alone. 


I do not think that I can over-emphasise this point, or 
stress it too often. Without doubt there has been a ten- 
dency in the past for the Government to over-reach itself in 
respect of expenditure, and the pace of development in 
future will probably have to be slower than in the past, 


in the United States of America. 
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and it will most certainly have to be matched more closely 
with the country’s available resources. Some progress to- 
wards the closing of the gap between revenue and expendi- 
ture has been made in this Budget. It is most improbable 
that the gap will be closed so long as we have to find money 
to fight the Emergency, and the Emergency must continue 
to get top priority. It will therefore be recognised by all 
right thinking men that there is a long, hard road ahead. 
The country’s economy is still a prey to the vagaries in 
the world prices of ‘rubber and tin, and it should be re- 
cognised that no country is financially stronger than its 
basic industries which, in Malaya, mean the rubber and tin 
industries. Therefore everything possible must be done to 
maintain and extend the prosperity of these two industries, 
and many other desirable projects will have to take second 
place to a policy which has for its object the maintenance 
and strengthening of rubber and tin. 


The most decisive factor which affects the economy of 
Malaya at the present time is the level of economic activity 
Indeed, if that level 
were to recede to any appreciable extent the effects might 
well be disastrous for Malaya! But I see no evidence at 
the present time for supposing that there will be a reces- 
sion in America during the forthcoming year, notwithstand- 
ing slight setbacks in the earlier months of this year. 
it does seem that American statesmen are fully alive to the 
far-reaching influence which the economy of their own 
country exerts upon the economic life of the world. We 
should, therefore, be able to get through the year 1955 with 
reasonable prospects of success if expenditure can be limited 
to the level laid down in the Budget. 


And 


the 


FAST 


NEW YORK 432 hours 
CHICAGO 40: hours 
MONTREAL 42 hours 
HAVANA 461 hours 


Only One-Airline, 
One Airplane Service 


to 
North and South America 


Canadian Pacific AIRLINES 
Union Building, Hongkong. ~ Phones 32066-7 
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REPORT FROM MALAYA 


A revolutionary move in the jungle war in Malaya was 
the appointment of five civilian members of the Federal 
Executive Council to the Director of Operations’ Committee, 
which is responsible for day-to-day measures against Com- 
munism. They are the Members for Home Affairs (Dato 
Onn), for Transport (Mr. H. S. Lee, MCA), for Posts and 
Telecommunications (Mr. V. M. N. Menon), for Works (Mr. 
R. B. Carey) and UMNO President Tengku Abdul Rahman. 


Mr: Menon represents Indian, trade union, and labour in- 
terests. 


The High Commissioner emphasised that political 
leaders could help defeat the Communist technique of trying 
to exploit nationalist aspirations by making it clear that 
their aims should not be confused with those of the Com- 
munists. Sir Donald MacGillivray said that in their con- 
cern about current political issues, the leaders must not 
forget the arch-enemy of all their hopes and plans. The 
State and Settlement Government, he said, would also con- 
sider how they could associate political and community 
leaders more closely with the efforts of the security forces, 
both at State and Settlement and at district levels. 


The move was all the more necessary in the light of 
the recent debate on education and its cost, in which not 
one speaker made a reference to the crippling cost of the 
war and the M$175 million that could be saved if it were 
ended. Moreover, apart from the effect of the emergency 
costs on the programmes for social and educational ad- 
vancement, the coming constitutional changes will make the 
struggle with the terrorists the Parties’ battle too. It is 
not Whitehall, but the Kremlin, which is the enemy of inde- 
pendence, and Nationalism can be the Communist Trojan 
horse. Malayans will win independence only when _ the 
Emergency is over, said the UMNO President. It will not 


be over till the Malayans themselves declare war on the 
terrorists. 


The conference of Malay Rulers, held in Kuala Lumpur 
on October 21, agreed to review parts of the Federation 
Agreement. This decision followed talks with the High 
Commissioner and his advisers. Two committees will be set 
up. One of them will examine the parts of the Treaty which 
determine the financial relations between the various Gov- 
ernments, and will comprise representatives of the Federal, 
The other will con- 
sider what other parts of the Federation Agreement re- 
quire early review, and will be composed of the conference’s 
advisers, i.e, the Mentris Besar, the Chief Secretary, and 
the Attorney-General. 


After the meeting a report was circulated suggesting 
that some members of the Conference thought in terms of 
a Chairman from Britain should the committee of advisers 
reccmmend a commission, but this could not be confirmed 
officially. These talks followed the UMNO-MCA Alliance’s 
second petition for an independent commission to inquire 
intc Constitutional reforms. At their last conference in July 
the Rulers said they were not satisfied that a commission 
from outside Malaya would provide the most satisfactory 
body for conducting the review. 


An outline of the programme of the UMNO-MCA poli- 
tical Alliance was given to a general assembly of the UMNO 
at Penang on October 16, by its President, Tengku Abdul 
Rahman. He dwelt at length on the Alliance plans_ in the 
political, economic and social fields if it is returned to power 
in the elections next year. He reviewed the work of the 


Alliance delegation which went to London to protest against 
the Federation Government’s White Paper on Federal elec- 
tions and the events leading to the compromise on this 
issue. 


He also advocated the formation of a constitutional 
Alliance Council to replace the present makeshift round- 
tabie conferences, and to revise UMNO’s constitution to suit 
the country’s impending political changes. 


The draft constitution of the Alliance Council declares 
that the Council’s aims are the attainment of self-govern- 
ment and the eventual independence of Malaya by legitimate 
means; the establishment and maintenance of the principles 
of Parliamentary democracy; the maintenance of the special 
position of the Malay Rulers as constitutional heads of 


their respective States; the reconciliation of the conflicting 


claims of the various races and the protection of the rights 
of the minorities in order to set up a united Malaya. 


The Council will have 30 members and an_ executive 
committee of ten, comprising the present members of the 
round-table conference. The executive committee will 
initiate policies, select candidates, and deal with problems 
concerning the Federal elections. 


The Presidents of UMNO and the MCA are to be ex- 
officio Presidents of the Council and each will serve alter- 
nately as Chairman for three months. | 


The revised draft of the UMNO Constitution, which 
is to be referred to a special committee, provides for the 
recrganization of UMNO with a view to giving UMNO State 
liaison committees more power to handle State affairs. It 
also provides for the re-organisation of the UMNO Youth 
League which is to be re-named the UMNO Youth Movement 
and is to be controlled by the UMNO Youth Department, 
which will set up a fund for the advancement of Malay 
youths. 


Dato Sir Cheng-lock Tan, the 72-year-old President of 
the MCA, said the day before the UMNO assembly that he 
would remain an elder statesman in Malayan politics and 
would not contest Federal elections. He did not want any 
office, not even the office of Prime Minister, and he would 
not accept office even in a self-governing Malaya, he told 
the Straits Times’ correspondent at Kuala Lumpur. There 
was nothing wrong about holding office, he hastened to add, 
“but my time is over and younger people should lead. My 
ambition is to see the Malays and the Chinese getting to- 
gether and to see Malaya attain independence. I shall retire 
ecmpletely once national independence is achieved.” As an 
elder statesman, he confers regularly with the High Commis- 
sioner. 


At the opening of the All-Malayan Youth Assembly 
the UMNO President asked: “Is the United Malays National 
Organization Communist?’ He replied: “Certainly not.” 
He explained that the Government had asked him to clarify 
the UMNO stand because Communist pamphlets with the 
UMNO slogan of “Merdeka” (Freedom) had been found re- 
cently in Bahau, Negri Sembilan. It was unfair to say UMNO 
was co-operating with the Communists, he went on. It had 
many members in the fighting forces, guarding the safety | 
of the country, and had nothing whatever to do with the 
Communists. He urged UMNO youths to tell the true 
story of UMNO to people everywhere. “We are now strug- 
gling for independence through constitutional means and 
we want to do all we can to protect Malaya’s good name.” 
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Nearly 6,000 paid and voluntary workers. started a 
countrywide drive on October 18 to register voters for next 
year’s Federal elections. Mobile teams will tour villages, 
explaining the electoral system. Thousands of posters and 
leaflets will be distributed and canvassing for voters will 
be done mainly in the evening when families are most likely 
to be found at home. Government clerks, housewives, and 
political party workers are among those who have volun- 
teered to help in the registration drive. 


Meanwhile in the Federation a plan is being carried 
out to cut down corruption. This involves the placing of 
name plates on the desks of clerks dealing with the public. 
Thus, if there is any suggestion of a bribe, the name of 
the clerk involved will be readily available. Officers and 
counters are also being re-arranged so that departmental 
heads can keep watch on their clerks. 


The Women’s section of UMNO urges that women be 
allowed to stand as candidates and to take a more active 
part in Malayan politics. The UMNO President told them, 
however, that the candidates must know English, be- 
cause deliberations in the Federal Council were in that 
language. Malay could only be made an official language 
when they received independence. 


Several UMNO delegates criticised the policy speech of 
the President as being vague and not concrete enough and 
took umbrage especially over the insistence on _ English- 
speaking candidates. They considered it would be more ap- 
propriate if Malay became the official language. One con- 
sidered Malays should be given. special privileges. Markets 
should be opened in all big towns, he said, to encourage the 
Malays to take a more active part in trade and Malay 
national banks should be subsidised. 7 
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The assembly adopted a resolution calling on the Malay 
Rulers to consult the leaders of the successful parties at 
the elections before appointing their Mentris Besar (State 
Premiers). The President pledged the Party’s all-out sup- 
port to help end the Emergency, promised more _ education 
for all children, Malay in particular, and said religious 
training would be encouraged. UMNO also undertook to 
strive to reserve more land for Malays, in both town and 
rural areas, and open markets in all big towns to give Malays 
a share in trade. Factories would be built to give employ- 
ment to Malay youths. British officials would be retained 
in posts calling for high technical or administrative skill. 


Meanwhile a split had developed in the Malayan Indian. 


Congress over the decision to link up with the UMNO-MCA 
Alliance to contest the elections. A critic said the Com- 
mittee which made the decision had committed an uncon- 
stitutional action and did not represent the wishes of the 
majority of the Indians in the Federation. Many branches 
were not consulted and the 55 delegates at the Committee 
meeting represented only a quarter of the MIC’s members. 

This display of Indian disunity was paralleled by fears. 
of the unity not so much of the Alliance of the UMNO 
and MCA as of UMNO itself. Observers agreed that the 
Alliance might well win not merely a substantial majority 
of the 52 elected seats but might even win nearer fifty than 
forty. As the Straits Times viewed the position from its. 
editorial chair, the problem. “will be not control of the 
Legislative Assembly but control of the Alliance.’’ 

Nevertheless the Alliance, undeterred by past frustra- 
tions, is as determined as ever to get a footing in Singapore 
and it is forming a new national group, headed by a young 
lawyer in the Colony, to take part in the Legislative As- 
sembly elections in April. 


RUBBER & TIN OF MALAYA 


RUBBER 


Rubber is fundamental to the economy of both the 
Federation of Malaya and Singapore. The rubber industry 
is the chief employer of labour and the commodity is the 
major export of the Federation. The prosperity of the 
territory rests largely upon the industry, and, although it is 
subject to periods of boom and slump, it has made possible 


a standard of living in Malaya which is much higher than 
that of most parts of Asia. 


Most rubber is produced in the Federation, and the 
Singapore figure of 1,596 tons for 1953 compares with the 
Federation’s 572,792 tons for the same year. 
however, is one of the largest rubber markets in the world 
and the most important single port of shipment. 


There were slightly over three and a half million acres 
of planted rubber in the Federation at the end of 1952, of 
which estates accounted for about 1,997,000 acres and small- 
holdings (that is holdings of less than 100 acres) for about 
1,616,000 acres. The industry is estimated to give direct 
employment to about 510,000 people, and if their dependents 
are taken into account, as well as others engaged in rubber 
trading, transport and other subsidiary occupations it does 
not seem unreasonable to suggest that the livelihood of at 
least a miliion and a half of the seven million population 
of the Federation and Singapore depends upon rubber. 


Greatest problem confronting the industry in Malaya 


today is that of competing successfully with the synthetic 
product, which since the second world war has been con- 


Singapore, 


trolled by the United States. The kernel of the problem 
is the improvement of yields so that in spite of the enormous- 


ly increased costs of today, production can be maintained at 
a competitive price. 


At the present time about 735,000 acres of estate plant- 
ing, that is, roughly one-third, and about 940,000 acres of 
smallholdings, almost three-fifths, are over 80 years old, 
which means that generally speaking yields are relatively 
low by comparison with that of the new high buds strains. 
which are now available. 


This need for replanting is urgently recognised by the 
industry on the estates’ side, and a progressive programme 


of replanting is the normal practice of all well-run estates. 


Such prcgrammes were of course thrown completely out of 
gear by the war and the occupation. Smallholders generally, 
however, have. been less appreciative of the need and im- 
portance of it. Thus the figures of replanting since the 
freeing of Malaya from the Japanese tell their own tale— 


-estates,. working on. a proper plan, had replanted or new | 
planted over 326,000 acres between 1946 and 1952, while 


on smallholdings only over 40,000 acres had been so treated. 
..To encourage and speed the process of replanting, which 


‘must be regarded as a key necessity for the preservation 
of the prosperity of the industry in the ‘future, and to 


place it in a position to hold its. own. with. the synthetic 


product, the Federation ,Government in 1951 introduced a 


plan for the creation, with the assent of the industry, of 
a fund for the purpose. This is being built up by means 
of a special replanting cess which is in two forms—(i) a 
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sliding scale cess and (ii) a fixed rate cess of 43 cts. a lb. 


The funds produced by (i) are returnable to estates against 


actual expenditure on replanting, while (ii) is returnable 


unconditionally to estates; but in the case of smallholders 


a share of the revenue from both cesses is put into a cen- 


tral fund from which grants are made for the replanting 
of their holdings. 


This fund is administered by a Rubber Industry (Re- 
smallholders’ scheme came _ into 
operation at the beginning of this year and it is hoped 
that it will permit the replanting of 500,000 acres on small- 
holding by the end of 1959, by which time the areas now 
being dealt with will be coming into bearing. 3 


Meanwhile, in order to protect the reputation of 
Malayan rubber shipments, a Malayan Rubber Export Re- 
gistration Board has been established (under a Rubber Pack- 
ing and Shipping Control Ordinance passed both in the 
Federation and in Singapore) the object of which is to 
prevent non-bona-fide shipment and to permit of action 
being taken against defaulters. 


The rubber industry has suffered heavily as a con- 
sequence of the present Emergency, both in respect of 
physical damage and the extraordinary expenses to which 
it has been put to take appropriate security measures. 


By a separate cess also collected on all rubber at the 
time of export from the Federation, rubber growers main- 
tain the Rubber Research Institute of Malaya which provides 
information on technical matters affecting the growing and 
manufacture of rubber. The produce of rubber holdings in 
Malaya is mainly manufactured into smoked-sheet but 
various grades of air dried crepe are also prepared and there 
is a growing export of concentrated liquid latex. 


Output of concentrated latex in the Federation during 
1953 was 71,800 tons, i.e. 12.5 per cent. of total Federation 
rubber output. 


Output of concentrated latex in the Federation during 
1952 was 47,600 tons, ie. 8.2 per cent. of total Federation 
rubber output, in addition to other specialised grades such 
as scle crepe, rubber powder and, recently, cyclised rubber. 


The rubber market in Singapore, which is now re- 
cognised as the world’s leading market, is efficiently or- 
ganised for international dealings in spot and forward con- 
tracts. The market operators consist of dealers, manufac- 
turers’ agents, speculators and brckers. The latter consist 
of guarantee brokers who guarantee the solvency of prin- 
cipals either on F.O.B. or settlement house contracts both 
for nearby and forward sales. Contracts done on settlement 
house terms, i.e., when settlements are effected fortnightly, 


or more often if prices rise or fall beyond certain limits, 


are now practically non-existent. Another form of guarantee 
contract is now in operation whereby brokers become 
liable to the Singapore Chamber of Commerce Rubber 
Asscciation clearing house for the collection and payment 
of differences. This method is cheaper than settlement 
house contracts and enables a much larger’ turnover to be 
€ffected. 


Dealers operate on behalf of agents all over the world, 
chiefly in the Londcn and New York markets, and in doing 
so they perform an important distribution function in space 
and time. Dealers also act, to some extent, as financiers, 
as they frequently buy from small village dealers and small 
producers when consumers are not in the market as buyers. 
They also pay advances on rubber consigned to their ware- 
house until it is sold by producers. Representatives of the 
larger American and U.K. manufacturers have offices and 
warehouses in Singapore where they buy a portion of their 
rubber requirements. 
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The interests of dealers, manufacturers’ agents and 
Brokers are watched over by the Singapore Chamber of 
Commerce Rubber Association who manages the affairs of 
the clearing house and who appoint arbitrators to act in all 
disputes. There is also a Chinese Rubber Trade Associa- 
tion in Penang and Singapore. 3 


Comparative acreages under rubber in the Federation are as follows:— 


Estates Smallholdings 
Year Acres Acres Total Acres |: 
1,963,735 1,571,486 3,535,221 
Production (in tons) 
Year Estates Smallholdings Total 


Pan-Malayan imports and exports 


Same periods were :— 


Pan-Malayan Imports and Exports (in tons) 


of rubber during the 


Gross Gross Net 
Year Exports Imports Exports 
1947 313,549 640,139 

TIN 


Malaya is the world’s largest producer of tin. 56,254 
tons of metal of an approximate value of M.$364 million 
was produced in 1953. The industry gave direct employ- 
ment to 36,788 workers. In 1952 it contributed no less 
than $69.6 million by way of export duty to Federal revenue 
and was assessed for income tax at $85.7 million. In 1953 
$51.1 million was paid in export duty. 


The part which tin has played in the development of 
Malaya can be traced far back into history and is intimately 
connected with the association of the Chinese with Malaya. 


It is not known when the tin-ore deposits of Malaya 
were first exploited but Arab writers refer to a place in the 
Peninsula famous for its tin, as early as the ninth century. 
That the Chinese have been working these deposits for the 
last several centuries is much more certain. Their records 
of the early fifteenth century refer to the occurrence of 
tin in the Mountains of Malacca and that men were sent 
there to mine it. Malacca in those days included much 
more territory than the present Settlement. A Malay tin 
coinage was in existence before the conquest of Malacca by 
the Portuguese and, moreover, there is a definite record of 
tin being exported from Klang as early as 1613. In 1641 
the Dutch captured Malacca from the Portuguese and 
shortly afterwards they established trading stations on the 
Perak and Selangor rivers to control the tin trade. During 
the 17th and 18th centuries they endeavoured to keep a 
monopoly of all tin produced in Kedah and Perak. The 
Dutch records show that 344 tons of tin-ore were exported 
from Malacca alone during 1649. In 1786 Penang was ced- 
ed to Britain, and in 1787 the annual export of tin from 
Perak State was some 3,000 piculs, and this had increased 
to 9,000 piculs by 1804. The bulk of this tin was won by 
Malays in the Kinta and Batang Padang districts. In 1818 
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there was estimated to be only four hundred Chinese tin 
miners in Perak. 


By 1871 mining gave employment in Selangor alone to 
some 12,000 Chinese and by 1874 nearly 15,000 were em- 
ployed in Sungei Ujong, Negri Sembilan. During 1818 to 
1826 struggles for the possession of Perak took place be- 
tween Kedah, with Siamese backing, and _ Selangor, the 
Siamese leaving the state in 1826 in consequence of a treaty 
between England and Siam. For the period of forty years 
ending 1839 the output of tin appears to be fairly con- 
stant ranging only from 6,000 piculs to 9,000 piculs. 


The existence of tin in the Larut' district appears to 
have been unknown until 1848. It was discovered by a 
Malay who obtained a title from the Sultan to mine the 
area. It is reported that when he first went there, there 
were only three Chinese in the whole of Larut. Large scale 
Chinese migration followed and development was extreme- 
ly rapid. By 1862 there were 20,000 to 25,000 Chinese in 
Larut and by 1872 the number had reached 40,000. The 
majority were Cantonese but there was also a large number 
of Hakkas. Large scale rioting broke out between two rival 
factions in 1862 regarding the ownership of mines; and again 
in 1872 on a larger scale. It developed into fierce warfare 
in the course of which, the property of both sides was plun- 
dered and burned. Piracy was rife and Penang, the head- 
quarters of the two powerful Triad societies, was seething 
with unrest. These conditions resulted in 1873 in British 
interventicn, and in the partitioning of the disputed district 
into Kamunting (the northern section) and Taiping (the 
southern section). 


In 1887, the population of Perak included 80,000 
Chinese, mostly miners, of whom 4,000 were in Larut and 
25,000 in Kinta, the then two greatest tin-producing dis- 
tricts. In 1884, the production of these two areas was 
160,571 piculs (126,999 piculs from Larut and 33,572 piculs 
from Kinta, still in its early stages of development). At 
the beginning of the 20th century, Kinta had attained 
an annual output of some 200,000 piculs and has, since 
then, maintained its position as the premier tin-producing 
area, both in the state of Perak and in Malaya. 


In the early years, mining was carried out by hand 
labour only, but, in 1877, the first steam engine and centri- 
fugal pump to be used in tin mining in Malaya were intro- 
duced into Perak, a progressive step which was_ rapidly 
adopted throughout the Industry. Until 1882, production of 
tin was entirely in the hands of local Asian inhabitants, 
principally the Chinese and Malays, but, in this year, the 
first European mining company in Malaya was formed, and 
from then onwards the methods originally. introduced by 
Chinese miners were modified by the introduction of Euro- 
pean machinery. Although the tin mining industry §ad- 
vanced considerably with the advent of European companies, 
the most marked advances in the methods of mining of 
alluvial deposits eccurred from 1912 onwards, with the in- 
troduction of dredging. 1912 saw the first production of 
tin-ore in Malaya by steam dredge. After with the cessation 


the average 
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of hostilities in 1918, great advances were made and the 
number of dredges operating increased considerably. In 
1918, 126 dredges were listed as either operating, recon- 
structing or in process of assemblage. Progress in dredge 
design and the methods of extraction of tin-ore has been 
maintained by the introduction of large deep-digging dredges, 
electrical plant, high speed oil engines, and mechanical ex- 
cavators in the field of mining, and by classifiers, jigs, etc., 
in the field of ore-recovery. 


Since June, 1948, Malayan tin producers’ have been 
engaged in guerilla warfare with well-armed Communists. 
Mines have been converted into armed camps. Armoured 
cars provide the normal means of transportation. Mining 
operations are frequently interrupted by military operations 
involving artillery and aerial bombardment. Tin-mine work- 
ers are ambushed and killed, mining installations are burned, 
power lines are cut, transportation interrupted. Prospect- 
ing for new sources of tin ore has become impracticable and 
has been stopped. 


Communist terrorists have failed to achieve their ob- 


_jectives, mainly because of the steadfast front maintained 


by the miners and planters. The production of tin and 
rubber has continued at high levels. - 


In 1952, 61,752 tons of Straits Tin were exported from 
Malaya. This high quality Refined Tin, over 99.87% pure, is 
produced by the two big smelters belonging to The Straits 
Trading Company Ltd., Singapore, and The Eastern Smelting 
Company, Ltd., of Penang. 


The tin ore from which Straits Refined Tin is pro- 
duced is mined in many different countries, but by far the 
bulk of it comes from the Federation of Malaya, which pro- 
duces more tin ore than any other country in the world. 
Thailand is an important producer of the ore from which 
tin is made as are Burma and Indochina. Malayan im- 
ports of tin concentrates were 9,052 tons in 1949, 13,559 
tons in 1950, 10,551 tons in 1951, 7,949 tons in 1952 and 
8,647 tons in 1953. : 


75,006 tons of ore was mined in 19538, compared with 
75,783 tons in 1952. 51% of the ore was mined by dredg- 
ing. 39% by Gravel-pump: 4% by underground mining and 
2% each by hydraulic, open-cast and other methods. 

Exports of Metal from Singapore and Penang in 1953. 
were 61,734 tons, compared with 64,030 tons in 1952 and 
64,951 tons in 1951. Prices in 1953 averaged £718.14.6d., 


varying from £942.5.6d. in February to 
£595.16.7d. in August. 


In December, 1953, mines working were as follows: 
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There has been a decrease of 7 dredges since 1951, 
and a reduction of 104 in other mines operating. 


Malayan Smelted Tin Exports (in long tons) 


Destination 1948 1949 
155 74 
India, Pakistan, Burma and Ceylon ...... 5,275 1,235 
Far East:--Hongkong, Thailand, ete. .... 564 281 

Retake cece 47,214 54,782 


1950 1951 1952 1953 
7,518 15,245 16,299 6,558 
44,590 2,531 19,381 30,313 
20,251 . 27,901 20,261 11,746 
2,146 4,044 Lo." 1,400 
3,406 3,084 2,265 3,057 
2,146 4,741 1,096 1,550 
893 1,498 770 215 
645 © 3,035 195 1,002 

10 1,907 1,731 5,018 

384 420 331 555 

11 248 260 338 
81,804 64,955 64,119 61,752 
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HONGKONG GOVERNMENT REPORTS 


POLICE COMMISSIONER’S REPORT (1953-1954) 


The effects of the continued economic depression in the 
Cclony were very marked during the year. The picture 
presented was that of a more stabilized community. The 
movement between the Colony and China was relatively 
small as compared with the years before 1952. Despite 
the hardships in Hongkong, there remained a_ strong 
antipathy towards returning to China. The overwhelming 
majority of this community consisted of naturally law abid- 
ing people engaged in a hard struggle for survival which 
not only brought the competitors into increasing conflict 
with each other, but also, as in the case of hawkers, with 
the police. The more static nature of the population was 
also illustrated by a further rise in recidivism, for two- 
thirds of the persons convicted of offences for which finger- 
prints were taken had previous convictions. Despite these 
conditions law and order was well maintained and the Police 


Force continued to enjoy the strong and active support of 
the public. 


State of Crime 


The total number of reports rose from 329,980 to 
436,549, an increase of 106,569. Offences classified as 
“serious” rose by 2,860 to 21,059, and miscellaneous offences 
rose by 57,699 to 238,776. Reports in which no criminal 
offence was disclosed rose by 46,010 to 176,714. These in- 


creases are evidence of the consequences of deteriorating | 


economic conditions to which a great part of the offences 
can be directly attributed. The main increases in serious 
crime were in the lesser categories, whilst in some of the 
major forms, notably robberies and breakings, there was a 
reduction. Taking into account the present economic con- 
ditions in the Colony, crime has been held to a remarkably 
low level. Gross overcrowding in miserable living conditions 
where life is carried on in many cases in circumstances of 
almost unbelievable hardship, a struggle for survival amongst 
tens of thousands of competitors, many of whom, on the 
barest margin of subsistence, are harshly spurred by their 
own hunger and want and the hunger of their children; 
such are not conditions where any amelioration can be 
expected in the incidence of offences. Prompt use of the 
“999” emergency call system by members of the public and 
the accurate and precise nature of the information supplied 
proved of great value. 
2,586 arrests. During the year 40 letters of appreciation 


and awards were presented for outstanding services by 
members of the public. | 


The 176,714 reports in which no offence was disclosed 
referred to loss and property, missing children, persons 
found in urgent need of medical attention, domestic dis- 
putes of all kinds and small debts. In all, 214,668 arrests 
were made and 53,956 persons summonsed, representing 
66,000 more arrests than the previous year. 


Cases of murder decreased from 28 cases with 16 solved 
to 24 with 20 solved. There was a big increase in the 
number of attempted murders, of which there were 23 eases, 
17 resulting in prosecutions; in 3 cases the assailants com- 
mitted suicide. In many cases the offence developed from 
some apparently trivial domestic dispute which burst into 
blind violence. Hardship and overcrowding were frequently 
the underlying cause. There were 5 cases of manslaughter 
representing an increase of 2 over the previous year. There 
were 8 cases of throwing corrosive acid. 


Recbberies showed an encouraging decrease of 44 cases, 
the total recorded being 105, the lowest on record since the 
re-occupation. Generally the robberies committed showed a 
diminution in seriousness, illustrated by the fact that in only 
38 cases were arms carried by the culprits, these being 


-missal or resignation of 43 police officers. 


The 6,349 calls made resulted in © 


firearms on 17 occasions and daggers on 21, as against 77 
cases of armed robberies last year. Of the 250 burglaries, 
79 or 31.60% were cleared up compared with 273 and 86 
detected last year. Property to the value of $75,556 was 
stolen and $5,883 was recovered. Housebreakings rose 
slightly to 669 reports as against 642 last year. Of the 
$312,574 worth of property stolen, 11% was recovered. 


Cases of larceny from dwellings increased by 71 from 
the preceding year’s figure to 1,400. The total value of 
property stolen was $416,915 and recoveries were valued 
at $28,227. There were 1,885 reports of larceny from 
the person. This showed an increase of 182 over last year. 
Snatchings increased to 1,068 whilst pick-pocketing number- 
ed 817. This form of crime is largely the work of a com- 
paratively small group of hardened and persistent offenders; 
their main targets are women’s earrings and wrist-watches. 


The total number of offences increased sharply from 
181,077 to 266,082, including 27,306 reports of traffic offences 
not recorded in station books. Arrests numbered 204,369 
and summonses another 53,956. Hawking offences totalled 
147,165, Traffic offences 50,628, and Nuisances 24,076. 


Due to strong pressure on the traffickers and users of 
narcotics, morphine and heroin traders employed females 
and juveniles to distribute small doses in the streets. There 
was a marked change over from opium to the more deadly 
morphine and heroin which allow easier transportation, con-. 
cealment and distribution. The great magnitude and inter- 
national character of this traffic make ever more pressing 
the establishment of a central Far Eastern authority at 
United Nations level. Narcotic drugs seized included 9,349 
oz. of raw opium, 808 oz. prepared opium, 335 oz. heroin, 
276 oz. morphine and over 18,000 heroin pills. Arrests 
totalled 10,758 with 6,821 convictions. 


Corruption remains widespread throughout the com- 
munity. The number of cases investigated totalled 457 as 
compared with 361 last year; of these 209 cases involved 
police officers and resulted in the criminal conviction, dis- 
Other Govern- 
ment departments provided .138 investigations leading to 
criminal convictions or effective departmental action against 
26 persons. In the course of investigations numerous other 
offences, mainly concerned with smuggling and _ narcotics, 
were brought to light and convictions were obtained against 
122 persons, a further 39 being scheduled for deportation. 
At the end of the year a major investigation into irregu- 
larities in the obtaining of houses in re-settlement areas was 
conducted and so far 7 persons were arrested. 


Special Problems 


The squatter areas of the Colony continue to present 
very serious problems in policing. Some hundreds of thou- 
sands of people, who, although for the most part decent 
and law abiding, shelter in their number many virtual out- 
laws, men without names or addresses or any social respon- 
sibilities or interests. This cover provided inevitably by the 
multitude permits lawless activities which are exceptionally 
difficult to control or detect and an absence of any cor- 
porate sense or civic mindedness leaves evil doers free from 
the control of all normal social sanctions. Planned acti- 
vities to reduce this problem went on throughout the year 
and there were in all 14 organized clearances of squatter 
areas in Hongkong and 22 in Kowloon. In Hongkong 2,159 
huts were cleared, and in Kowloon 2,839. Approximately 
17,500 squatters were moved during the year. 


Dire need has thrown more and more onto the street 
to seek, pathetically in many cases, a means of livelihood. 
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The pressure to earn an honest living by hawking has been 
so great that the essential movement of the town has been 
threatened and to keep necessary thoroughfares open has 
required very extensive action against hawkers. 


Amongst visitors were 130,000 American Servicemen 
who visited the Colony during the year for recreation, bring- 
ing with them very natural demands for amenities and enter- 
tainment. They thus created a market which, in the pre- 
sent conditions of the Colony, was a very attractive one 
and many undesirable elements combined to seek to exploit 
it. It was in the control of these elements that the problem 
arose for it is pleasant to record that the conduct of this 
great number of American Servicemen has been quite exem- 
plary. 

As a result of some relaxation by the Chinese authori- 
ties the movement between Hongkong and China was con- 
siderably in excess of the previous year, being 299,430 
inward passages and 313,608 outwards, as compared with 
108,683 and 129,953. The outgoings increased markedly 
relatively to the incomings during the last quarter. Exit 
permits were still required to leave China and entry permits 
to enter. This system was also applied by the Formosan 
authorities. There was a decrease in travel between Hong- 
kong and Macau with 354,514 passages out of Hongkong 
and 333,420 in as compared with 527,978 and 453,609. A 
substantial increase was noted in applications for passports 
by British subjects of Chinese race. 118 passports were 
issued as against 15 during last year. There was a decrease 
in applications for naturalization as British subjects and 
registration as citizens of the United Kingdom and Colonies. 
323 naturalization application forms were purchased and 
114 applications submitted. The corresponding figures for 
the previous year were 431 and 125. Two hundred and 
sixty-five application forms for registration as citizens of 
the United Kingdom and the Colonies were purchased and 
212 applications approved, as against 291 and 263 during 
the previous year. The number of aliens, excluding alien 
Chinese, registered during the year was 8,263 and at the 
end of the year there were 5,929 in the Colony. The 
corresponding figures for the previous year were 6,185 and 
5,004. The rise is mainly accounted for by increase of trade 
with former enemy countries and by groups of refugees from 
China transiting the Colony for resettlement elsewhere. In 
the Chinese Secticn, applications for travel documents and 
visas rose from 12,948 to 14,006 consisting of 13,062 affi- 
davits in lieu of passports and 944 transit visas, an average 
of 1,167 applications per month as against 1,079 for the 
previous year. Entry permits rose from 7,274 to 8,674. 


Compulsory removals from the Colony dropped from 
6.518 to 6,211. Deportees numbered 5,952 as against 5,422 
last year, whilst expeilees decreased from 1,096 to only 
259. The tctal recorded movement in and out of the Colony 
by land, sea or air was 1,479,356, as against 1,888,435 during 
the previous year. 


‘is now 20,200. 
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State of Traffic 


Traffic conditions in Hongkong are now such that the 
co-operation of all road users is imperative if the flow is 
to be maintained. Many areas are already far beyond 
what would ordinarily be considered’ saturation point. 
Pedestrian traffic exceeds the capacity of such sidewalks as 
exit and this, together with ingrained local habits, throngs 
most roads with foot traffic. In some places. whole streets 
are denied to vehicular traffic by hawkers. Including ser- 
vice vehicles, there are now more than 55 vehicles for every 
mile of the Colony’s 430 miles of road and as the majority 
are concentrated in the densely packed urban areas of 
Victoria and Kowloon the congestion is grave. Progress with 
the reclamation in the central district of Victoria has tem- 
porarily delayed the growing seriousness of the parking 
problem. When this area is levelled and _ laid out it should 
provide space for about 1,000 cars. However, with an 
average increase of 150 vehicles monthly a crisis cannot be 
long postponed and must in any event occur when the re- 
clamation is built up. The total number of civilian vehicles 
Accidents dropped to 7,920 from 8,255 of 
the previous year. The total for the Island was 3,842 and 
4,078 for Kowloon and New Territories. 


Strength of the Force 


In 1953-54 the established strength of the Force rose 
from 5,071 to 5,309. The actual strength on 31st March, 
1954, was 5,268, of whom 3,984 were Cantonese and Hakkas 
and 578 Northern Chinese. The main burden of watch and 
ward and detective duties was borne by the Cantonese and 
Hakkas. The small number of Portuguese, the Pakistani 
unit and about half the Northern Chinese were employed in 
specialist duties and in the Task Forces. Enrolments num- 
bered 597 of which 456 passed out during the year. An 
additional 38 women constables were recruited. Despite 
a further increase in the strength of the Force, casualties 
fell from 371 to 356. The only cause which showed any 
appreciable increase was medical, 18 as compared with 5. 
This is still, relatively, a very small loss. The dismissal of 
9 expatriate Inspectors followed the heavy recruitment during 
this and last year and was mainly due to young recruits 
failing to adapt themselves to local conditions and attain 
the standard required. Only one police constable was killed 
on duty. 


Financial 


Last year the authorized estimates were $30,653,147 
and the actual expenditure was $29,026,514. In the year 
under review the authorized estimate rose to $36,631,296. 
The actual expenditure was $31,210,472. The increase was 
caused by increase in establishment and also in emoluments 
following the introduction of the revised scale of cost of 
living aliowances effective from 1st October, 1952. The 
estimated revenue from police sources of collection was. 
$2,649,677. The actual revenue collected was $3,281,193. 


EDUCATION IN HONGKONG 


(Report of Acting Director of Education for the period July-Sept. 1954) 


To train more graduate teachers for secondary schools 
the Government introduced a new bursary scheme _ for 
prospective secondary school teachers. Suitable but needy 
students can be assisted to take an Arts or Science degree, 
followed by a course for the University Diploma in Educa- 
tion. The maximum amount of these bursaries is $4,200 
per annum, but smaller bursaries may be recommended by 
the Selection Committee according to the financial need 
6t the applicant. Funds available for these bursaries 
amounted this year to some $165,000 and 59 awards were 
made. Nine awards were made to graduates taking the 
course for the Diploma in Educaticn, 38 to undergraduates 
in the Faculty of Arts and twelve in the Faculty of Science. 
{fn view of the fact that the lengthening of the Matricula- 
tion course to two years may deter some students from 


.who were not in need of financial assistance. 


continuing their education after the School Certificate 
Examination, the Government introduced a maintenance 
grant scheme to assist needy students who have done well 
at the School Certificate Examination to complete their 
Matriculation course: and qualify for entrance to the Univer- 
sity of Hongkong. Priority is given to applicants who will 
enter the teaching profession. Seventy awards were made 
this year amounting to some $6,000 per month. A total of 
18 Government scholarships tenable at the University of 
Hongkong were awarded this year including honorary scholar- 
ships awarded to two candidates who qualified by merit but 
Six of the 
holders of these scholarships will study Medicine, _ six 
Science, four Arts and two Engineering. 
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Increase In School Enrolments: The _ total enrolment 
in all schools for the period was 249,177, an increase of 
14,515 over the previous quarter. The increase in enrol- 
ment in Government schools, mainly primary, is due largely 
to the increased accommodation provided by new: school 
buildings but also partly to the increase in evening class 
enrolments. In grant schools, the increase is due to new 
extensions which provide for more places. In private and 
subsidised schools, the increase, also largely primary, is 


due to the better use of existing facilities and in the case 


of subsidised schools the pooling of upper primary class 
accommodation with the result that more places are available. 


Two new rural schools, the Tun Mun Primary School 
and the Kut O Public School, were built with the aid of 
Government subsidies. The number of places in rural sub- 
sidised schools increased by 2,121, partly by the opening of 
a number of afternoon classes. Seventy-two locally trained 
teachers were appointed to urban schools and 69 to rural 
schools for the new school session. 


Post-Secondary Education In Chinese: Government 
granted a site near Shatin and an interest-free loan of $1 
million for the expansion of Chung Chi College, which pro- 
vides post-secondary education for pupils from Chinese 
secondary schools. The New Asia College was also granted 
a site at Farm Road for the erection of a post-secondary 
school for 400 students. Seven new urban schools with a 
total enrolment of 1,308 pupils were registered and seven 
schools with permitted accommodation for 750 students were 
closed. One private rural primary school, with accommoda- 
tion for 80 pupils, was built at Shatin. Some schools are 
now accepting less than the approved fees in order to main- 
tain an economic enrolment, while other schools hitherto 
“‘free’’? applied for approval to charge fees. Five more pri- 
vate Anglo-Chinese schools applied for permission to take 
part in the Hongkong School Certificate Examination. In 
addition to the Syndicate schools, there are already eleven 
day and two night schools allowed to participate. 


School Certificate Examinations: The total number of 
entries for the English School Certificate in 1953 was 
1,530. This year the number increased by 266 to 1,796 
and the percentage of passes improved from 67.5 to 71.4. A 


total of 30 scholarships giving free tuition for the Matri- 
culation course were awarded to candidates of outstanding 
merit and scholarship book grants up to $60 were given to 
needy students. The Evening School of Higher Chinese 
Studies reopened during the period with a total enrolment 
of 436. As compared with last year, enrolment in the 
General Arts course increased from 236 to 282, but enrol- 
ment in Commercial and Journalism courses decreased from 
161 to 131 and 49 to 23 respectively. As the demand for 
graduates in Journalism is found to be small, the Advisory 
Committee recommended that this course be dropped even- 
tually. 


Evening Institute: Over 2,300 students applied for 
admission to the urban classes of the Evening Institute. 
The following teachers’ classes are held: handwork, wood-— 
work, and a course for the teaching of English in primary 
classes. In addition there are four English classes for 
selected members of the Urban Services Department and 
two for the Fire Brigade. A new English class was opened 
at the Shataukok Primary School during the quarter with 
an enrolment of 1,525 students. A handwork class for 
educationally sub-normal women and girls was started at 
the Po Leung Kuk by an experienced teacher from the Ho 
Tung Technical School. The Hongkong Branch of the 
British Red Cross Society is financing educational work 
among orthopaedic children in the Laichikok Hospital. The 
Society provides special teaching and recreation for child 
patients and is responsible for the salary of the teacher and 
the provision of free books and handwork material for the 
children. 

Teacher Training And Refresher Courses: The number 


of applicants for admission to the training colleges increased 


from 1,531 in 1953 to 2,349 this year; 58 students were 
selected and provisionally enrolled for Northcote Training 
College and 130 for Grantham Training College. In July 
142 students passed the final examination and received their 
certificates as qualified teachers. Examinations for the 
Building and Mechanical Engineering Diplomas were held in 
July and nearly. all students were successful. The first 
eommercial full-time day course with an enrolment of 30 
students opened in September. Enrolment in all the day 
courses, at the Technical College is now 250. 


PWD PROJECTS 


(Report of the Directcr of Public Works for the period July-Sept. 1954) 


Major Projects: The Public Works Department has 60 
major projects which have either just been completed or 
are under construction or at the drawing board stage. 
Werks completed include the Police Headquarters at Arsenal 
Yard, the Headquarters of the Hongkong Royal Naval 
Volunteer Reserve, public markets at Kennedy Town and 
Kun Chung, two schools at North Point and. Saiyingpun, 
culverting works at Aberdeen, closure of the seawall at the 


Causeway Bay typhoon shelter and the resurfacing of many 


roads in Hongkong, Kowloon and the New Territories. 
Among the new projects are the seeond section of the 
Secretariat and Government offices at Garden Road, the 
Western Police Station, the C.E.M.E. Workshops at Caroline 
Hill, multi-storey buildings at Shek Kip Mei and a disabled 
destitutes camp on Lantau Island. In addition, work is 
nearing completion on the construction of the seawall and 
reclamation at Ma Tau Kok while work is well advanced 
on the Colony’s new Sports Stadium at Sookunpoo and the 
drainage scheme at Yaumati. | 


During the period under review, 505 plans covering 894 
buildings were received and 1,218 plans covering 2,431 
buildings were approved by the Buildings Ordinance Office. 
A total of 105 applications for purchase of Crown Land 
were received. The Working Committee set up to make 
recommendations concerning the development of the pro- 
posed industrial area at Kun Tong held several meetings 
with Government departments concerning the reservation 
of sites for various Government purposes. In_ connection 


with the cadastral survey of the New Territories, the minor 
triangulation, for which observations had been completed in 
the previous quarter, was computed. Up to the present 
over two and a half miles of main traverses have been laid 
down. 

Drainage Works: The sewerage and storm-water drain- 
age systems functioned satisfactorily apart from minor nuli- 
sances caused by choked sewers. Drainage works for the 
reconstruction of Island Road, Shaukiwan and for Queen’s 
Road West were satisfactorily completed and hundreds of 
repair jobs were carried out. Heavy seas caused some minor 
damage to outfalls during the storm of August 30. - Con- 
struction of sewerage and storm-water drainage works at 
Tai Kok Tsui was started while proposals were completed 
for the reconstruction of the main nullah and a sewerage 
scheme at Tai Hang Tung, including a small pumping station. 
A new sewer was laid in the road off Boundary Street leading 
to Tai Hang Tung. A scheme was prepared for extending 
Sung Wong Toi nullah to the new seawall. Outline pro- 
posals were prepared for a main sewerage system for the 
eastern portion of Kowloon Peninsula, including a main 
cutfall sewer to be laid in the proposed Kai Tak Airport 
reclamation. A further scheme was prepared for the Wan- 
chai and Gloucester Road areas, including a new main sewer 
for Happy Valley. 

Kun Teng Reclamation: Construction of the 550-foot 
seawall at -Ma Tau Kok is nearing completion and the re- 
clamation has been completed. Drawings of the pilot scheme 
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for the Kun Tong Reclamation were started during the 
quarter and drawings were prepared for the seawall. Work 
has begun on the construction of the Kowloon City Ferry 
Pier. 
the design for both the Hongkong and Kowloon piers was 
completed. Precasting of reinforced concrete piles, etc. was 
started for the Kowloon Public Pier. A survey was completed 
of the refuse dump and adjacent foreshore for the _ pilot 
scheme of the reclamation at Kun Tong, which is to remove 
the hill to form the first stage of the project. A survey was 
also completed of the foreshore from Gin Drinker’s Bay 
southwards to include Pillar Island (Tsing Chau) for the 
purpose of forming a refuse dump. Observations were made 
of the strength of the current at the Rambler Channel and 
the cross-channel between Tsun Wan and Pillar Island to 
determine the increase in current strength at the main 
channel should the cross channel become blocked. In con- 
nection with the new sports stadium at Sookunpoo, setting 
out works for the construction of seating terraces, lava- 
tories, football field, drainage systems and roadways were 
completed. 


Roads Maintenance: Rainfall and the number of wet 


days had been abnormally low and this had permitted works | 


to be carried out with a minimum of delay. On the main- 
tenance side, many roads in Hongkong, Kowloon and the 
New Territcries were resurfaced. New works completed in 
Hongkong include the reconstruction of Queen’s Road West, 


In connection with the new Star Ferry pier projects, 
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between Possession Street and Western Street, the sur- 
facing of the compound of the new Police Headquarters in 
Arsenal Street, and extensions to Tsat Tze Mui Road and 
Java Road. In Kowloon, parts of Waterloo Road, Argyle 
Street, Austin Road, Un Chau Street and Poplar Street 
were resurfaced. Maintenance work was carried out on 
two of the runways at Kai Tak Airport and on an access 
road. New works completed in Kowloon include the recon- 
struction of parts of Carnarvon Road and Kilung Street. 
In the New Territories, the resurfacing of Castle Peak Road 
between the 19 and 22 milestones and Tai Po Road between 
the 183 and 193 milestones was completed. Work continued 
on the installation of lamps under the 1954/55. street 
lighting programme. A total of 324 new lamps were install- 
ed—56 on Hongkong Island and 268 in Kowloon. 
Waterworks: Work continued on the new service re- 
servoir at Ma Tau Wei, which is expected to be completed 
next February. Survey work was continued to determine 
the alignment of the trunk main between Kau Wa _ Kang 
and Diamond Hiil. The line is to follow Boundary Street 


and the access road to the Chuk Yuen resettlement area. 


About 700 feet of the main was laid in Boundary Street 
between Knight Street and Embankment Road and a start 
was made on laying about 1,600 feet in the road leading 
to the resettlement area. At Tai Lam Chung, survey work 
was carried out to ascertain the storage capacity of the 
impounding reservoir. 


SOCIAL WELFARE WORK 


Emergency relief to people rendered homeless in recent 


squatter fires continued to be the chief concern of the 


Social Welfare Office during the months of July, August and 
September. The feeding of the Shek Kip Mei fire victims 
had not yet wound up when another huge fire devastated the 
squatter village of Tai Hang Tung, Kowloon Tsai, on July 
22. The registration of fire victims totalled 6,951 families, 
composed of 24,701 persons. During the first few days an 
average of about 40,000 free meals were served to the vic- 
tims. During the quarter over four million free meals were 
issued for emergency relief alone. 

Underfed babies and lost children were referred to the 
Society for the Protection of Children for care and atten- 
tion while expectant mothers were given accommodation at 
the Argyle Street Temporary Camp or at the Pollock Shel- 
ter. An emergency maternity hospital was set up at the 
King George V School to give them pre-natal care. The 
Shamshuipo Kaifong Association made a major contribution 
towards the emergency relief by setting up the Kowloon 
Tong Village Fire Relief Committee. Up to the end of 
the period the committee distributed to the fire victims the 
sum of $400,405 from donations received from the public. 
Members of various Kaifong Associations also assisted in 
the distribution of relief funds, amounting to $143,790, from 
China. The Chinese General Chamber of Commerce donated 
$3,100 in special grants to dependents of deceased victims 
and to persons injured in the fire. 


Child Care 


The special sub-committee set up by the Social Welfare 
Advisory Committee to investigate all aspects of child care 
in the Colony is now looking into the question of legislation 
for the care of children. 

The Probation Section did some preliminary work on 
questions concerning the Remand Home, which is expected 
to be ready early next year. It also prepared plans for two 
proposed projects—a probation hostel in Hongkong and an 
All-Day Club in Kowloon for older boys. Through arrange- 
ments made by officers of this Section, 53 boys and girls 
who passed through the Juvenile Courts during the quarter 
were placed in the care of various welfare institutions in 
the Colony. 

Youth Welfare 


Hongkong was represented by five delegates at the 
World Assembly of Youth held in Singapore from August 15 


to 27. Before the Assembly opened, the Social Welfare 
Office representative visited some of the youth services in 
Kuala Lumpur and Singapore. The Silvermine Bay Holi- 
day Camp extension was opened in September. In coopera- 
tion with the Youth Welfare Section, the Medical Depart- 
ment carried out a nutritional survey of 4,000 children. 


Several organisations showed a practical interest in 
under-privileged children. The Hongkong Junior Chamber 
of Commerce organised picnics and swimming parties while 
the Hongkong branch of the United Nations Association and 
the U.N.E.S.C.O. arranged two film shows for 3,000 under- 
privileged children. 


Community Welfare 


The Kaifong Welfare Associations established five new 
clinics (including one which provides dental treatment) dur- 
ing the quarter. Several successful drives for funds for 
welfare work were conducted through the staging of theatri- 
cal performances. A goodwill mission comprising ten re- 
presentatives of Kaifong Associations and an. Assistant Social 
Welfare Officer spent three weeks in Singapore and Malaya 
studying the welfare work in those two territories. In ad- 
dition to the feeding of: destitutes, the problems of 180 
cases of attempted suicides were given sympathetic hearings 
and efforts made to solve their difficulties. The Argyle 
Street Temporary Shelter was closed and dismantled on 
August 15. All the inmates, former victims of the Homan- 


tin and Tai Hang Tung fires of January, 1953, were resettled 


mainly in the Homantin Resettlement Area. 


Welfare Of The Blind 


The sub-committee on welfare of the blind recommend- 
ed the setting up of a Society for Welfare of the Blind. 
There are now 599 non-institutionalised blind registered 
with the sub-committee. The Ebenezer home now caters to 
82 blind persons, eight of whom are blind boys from North 
Point Camp who have started to attend school in the home 
as day pupils. The Honeyville Home for the Blind has 
begun to provide more varied vocational training for the 
blind girls in its care. A voluntary instructor who teaches 
rattan weaving to some men and boys at North Point Camp 


now goes to the home three times a week to instruct the 
girls in this craft. 
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COTTON MILLS 


Five new cotton mills, swelling the present number of 
spindles by 30,000 will soon commence operations, according 
to the Hongkong Govt Department of Commerce & Industry 
Bulletin. The existing 13 cotton mills are operating a total of 
229,582 spindles with a labour force of 10,000. The mills are 
equipped with modern machinery and the buildings are de- 
signed to provide maximum efficiency. Raw cotton is im- 
ported from Pakistan, United States, Mexico, Brazil, Turkey, 
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Iran, Syria, Egypt, India, Burma, Kenya and the Sudan. The 
counts of yarn produced, ranging from 10’s to 60’s, can be 
supplied carded or combed in single or multiple threads and 
are of excellent quality. The cotton mills are noted for the 
welfare services provided for their staff in the way of sub- 
sidized meals, accommodation and free medical attention and 
educational facilities. 


Mills & Yarn Production 


Mill 


East Sun Textile Co., Ltd. 

Hongkong Spinners, Ltd. 

Kowloon Textile” ‘Ltd. 

Lea Tai Textile Co., L 

Nanyang Cotton Mill, Ltd. 

New China Textiles, Ltd. P 

Pao Hsing Cotton Mill, Ltd. 
South Sea Textile Mfg. Co., “Ltd. 
Textile Corporation of Hongkong, | Ltd. : 
Wyler Textiles, Ltd. : 


Total 


A large part of the yarn produced is exported. It is 
also in great demand by local weaving factories. Some 
cotton mills weave cloths with automatic looms. Most cloth, 
which includes sheetings, shirtings, drills, matts and osna- 


Mill 


East Sun Textile Co., Ltd. 
Textile Corporation of Honekong, Ltd. 

Star Textile Ltd. 


No. of No. of Capacity per 
No. of No. of additional workpeople month in 
spindles spindles in spindles employed Ibs. based on 
installed ‘ operation contemplated (TOTAL) = 20s. counts 
12,528 12,528 2,592 490 400,000 
40,240 39,040 Nil 1,762 1,447,600 
24,000 24,000 Nil 900 840,000 
10,920 10,920 Nil A80 392,000 
22,200 22,200 800 750 700,000 
10,800 10,800 Nil 422 427,988 
10,820 10,820 Nil 425 360,000 
19,600 19,600 AGO THO 650,000 
21,780 21,780 3,600 1,037 . $12,000 
6,720 6,720 3,360 279 220,000 
ce 9,000 9,000 Nil 360 300,000 
aR 13,528 13,528 7,200 550 408,000 
_ 28, 646 28,646 8,400 1,433 1,008,800 
~ 930, 782 229,582 28,352 9,638 7,966,388 


burgs, is sold in its loom state. The principal markets are 
overseas. At present large quantities of locally woven cloth 
are sent to Korea. 


Mills’ Production of Cloth 


Maximum capacity 


No. of No. of No. of per month in yards, 
looms in additional workers based on a 36” 
operation | looms employed sheeting, 
projected 60 x 60, 20/20 
320 Nil 380 930,000 
250 - Nil 172 700,000 
257 Nil : 170 694,000 
192 Nil 200 500,000 
338 Nil 404 920,000 
260 Nil 165 650,000 | 
116 Nil 111 400,000 
143 Nil 135 420,000 


(Continued from Page 747) 


Foreign Exchange Receipts and Payments 


(in $million) 
Aggregate total since 


August 1954 ; January 1954 

Excess of Excess of 
Receipts Payments receipts or Receipts’ Payments receipts or 

payments (—) | payments (—) 
0 0 0 7 4 3 
3 6 (—) 3 25 54 (—) 
Government 62 0 62 442 434 
Miscellaneous services, etc. ...........00. 1 4 (—) 2 14 32 (—) 18 
1 2 (—) 1 11 20 (—) 9 
Japanese investments to abroad ............ 0 0 (—) 0 0 2 (—) 1 
Foreign investments to Japan. ........... : 1 2 (—) 1 11 18 (—) 7 
110 91 19 777 963 (—) 186 
40 35 4 388 343 45 
67 12 55 482 107. 375 
3 6 (—) 3 23 48 (—) 25 
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EcoNOMIC REVIEW 


COTTON SPINNING INDUSTRY OF HONGKONG 


By J. Y. Yang 


Taking the advantages of imperial preference, low 
wages, trading and shipping facilities, etc., local weaving 
and knitting mills have prospered. Most mills have been 
doing well and the number of spindles is increasing. Before 
1949 there was no spinning mill established here and there 
was no incentive to do so. The situation changed with the 
political changes in China before the Communist take-over 
in that country. In China were operated 4,550,000 spindles 
during 1946, during 1947 to 1948 the spindles increased 
to 5,550,000, about 95% of which were concentrated in 
Shanghai. In the last quarter of 1948, the Chinese Com- 
munists invaded North China from Manchuria and threatened 
Shanghai. By that time, some cotton mill owners in Shang- 
hai moved their equipment to Hongkong. This was the 
first event in development of the local cotton spinning 
industry. The Shanghai mill owners made up their mind 
to settle in Hongkong with their equipment and funds. 
They began to organize and construct new mills. Simul- 
taneously, foreign shippers who had received orders to supply 
machinery for cotton mills in Shanghai in the post-war days 


were instructed by their buyers to ship it to Hongkong. 


instead of Shanghai. This was a factor helpful to the 
speed of quick development of local spinning industry. The 
spinners had to consider everything in connection with their 
new investments. Japan, the biggest producer in Asia and 
also the biggest supplier to Hongkong, faced many handi- 
caps in respect of her spinning industry after the war. 
The Chinese Communists took all cotton mills and put under 
state management. Many things pertaining to the manage- 


ment of this industry were out of order because the new — 


managers were not competent men. Besides, 5,550,000 
spindles need about 1,420,800,000 lbs. of raw cotton per 
year to keep the industry running. Annual home _produc- 
tion is around 740,000,000 lbs. only, far below the require- 
ment. The Chinese were short of foreign exchange to buy 
raw cotton abroad as they spent what they had for pur- 
chasing arms to feed the Korean War. These facts con- 
vinced Shanghai industrialists to stay in Hongkong as Red 
China would not have surplus cotton yarn to supply Hong- 
kong as before. 


COTTON MILLS IN HONGKONG 


No. of Spindles 


The number of spindles will be increased to 260,000 at 


the end of June 1955 as some established mills are planning 


to enlarge their productive capacity by additional installa- 
tion of equipment and three new mills are under organiza- 
tion and construction. Every 10,000 spindles require 400 
labourers on the average. Labourers engaged in the in- 
dustry should therefore be 90,000, 
persons engaged should be around 95,000 including com- 
mercial staff and indirect labourers. If every one of them 
supports a family of 5 persons, the people living on this. 
industry may total 475,000. This industry plays an im- 
portant part in stabilizing the community. Some mills run 
weaving and dyeing works as_ side-line business. Such 
mills employ then more persons. Wages payable to direct 
labourers vary from $3.50 to $7.00 per day. Some _ mills 
divide their workers into 3 sections, each of them working 
8 hours per day while others divide them into 2 sections. 
only, but increase their working hours to 12 hours per 
day. 


Running 12 hours per day, every 10,000 spindles pro- 
duce about 30 bales of cotton yarn of 20’s. Basing upon 
this rate of production the total yearly output should be 
243,090 bales or lowest 200,000 bales, worth abcut $250 
million. 


Raw cotton needed by the local mills is supplied by 
United States, Pakistan, Brazil, Burma, Egypt, Turkey, South 
Africa, etc. Pakistan and Brazil supply more than other 
sources. The annual export of Hongkong manufactured 
cotton yarn amounted to 32,044,384 lbs., or 80,111 bales, 
valued at $137,616,394 in 1952 and 28,315,608 lbs. or 
70,789 bales, worth $93,688,244 in 1958. 


The industry faces difficulties derived from the follow- 
ing factors: (a) Purchasing power has decreased through- 
out South-east Asia, (b) Orders placed by Indonesia, the 
biggest buyer, have been less because the country is short. 
of foreign exchange, (c) Hongkong products face competi- 
tion by Japanese, British, Indian, Egyptian and Italian yarn. 
Cotton mills have been newly established in countries of 
South-east Asia, such as Thailand, Formosa, Malaya, ete. 


Cotton yarn consumed by local knitting factories is 
estimated around 30,000 to 40,000 bales per year. The 
total quantity of cotton yarn consumed here is per year 
100,000 bales approximately. Imported yarn consumed in 


the Colony was greatly reduced to around 1,500 bales in 


1953. As result of increase of spindles from 220,000 
to 260,000, the future yearly output will be 240,000 bales 
which will leave a surplus of 65,000 bales by deducting the 
yearly exports of 75,000 bales and the yearly local con- 
sumption of 100,000 bales. The annual export of various. 
cotton piecegoods was 101,227,500 square yards in 1953 
which required about 25,306,875 lbs. of cotton yarn, equiva- 
lent to 63,268 bales calculated on the basis of every square 
yard requiring 4 ozs of cotton yarn. 


PRICES FOR HONGKONG MANUFACTURED COTTON YARN 
Quantity unit —-——— Bale of 400 lbs. 


Oriental Cotton Spinning & Weaving Co., Ltd. ............ 13,000 
Price unit 
Camel Brand 10’s 
1953 
| Highest Lowest Highest Lowest 
January 925 2,000 1,943 
February .... 920 880 1,970 1,790 
880 860 1,810 1,460 
885. 855 1,525 1,410 
900 880) 1,510. 1,460 
Bs 880 865 1,590 1,490 
880 870 1,590 1,550 
September oe 860 1,640 1,575 
October... ..... 945 870 1,575 1,345 
November .... 970 940 1,375 1,971 
December .... 970 950 1,230 1.175 


Red Rose Brand 20’s 


Hongkong dollars 
Golden Peak Brand 32’s 


Highest Lowest Highest Lowest 
1,250 1,090 | 1,690 1,640 
1,190 1,110 1,640 1,620 
1,175 1,055 1,630 1,590 
1,210 1,175 1,660 1,620 
1,320 1,170 1,700 1,650 
1,310 1,260 1,700 1,680 
1,310 1,210 1,700 - 1,670 
1,240 1,215 1,700 1,680 
1,245 1,160 1,680 1,630€ 
1,240 1,175 1,640 1,620 
1,200 1,160 1,610 1,570 
1,290 1,200 1,600 1,570 


The total number of 


EXPORT OF HONGKONG MANUFACTURED COTTON YARN 


De 


1953 1953 
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ECONOMIC REVIEW 


FINANCE & COMMERCE 


HONGKONG SHARE 
MARKET 


The overflow of idle capital and the 
increasing amount of overseas remit- 
tances in the market developed aggres- 
sive buying and stimulated improve- 
ment in rates. The turnover on Friday 
amounted to a record breaking total 
of $3,160,000. Wharves, Cement and 
Utilities led in gains with Providents, 
Land, Hotels and Dairy Farms regis- 
tering improvements and brisk busi- 
ness. 


Last Week’s Market Developments 


Monday: After a quiet start, buyers 
were again in evidence and on balance 
prices moved _ fractionally higher. 
Wharves and Providents were in good 
demand and_ “registered appreciable 
gains as did Cements. Utilities wene 
also firmer under steady support with 
Trams making most’ progress. The 
general undertone of the market was 
steady to firm and _ the turnover 
amounted to $1,450,000. Tuesday: The 
market ruled steady and rates were 
inclined to harden under’ continued 
support. Chief interest was centred on 
H.K. Land shares. Hotels were also 
active with business transacted from 
$13.40 up to $13.90. Utilities were 
firm and moved fractionally higher 
whilst Dairy Farms also tacked on fur- 
ther gains. Wharves and _ Providents 
were prominent in the general upward 
trend. Elsewhere’ trading was on a 
light scale but the market closed firm. 
The turnover for the day amounted to 
$1,740,000. Wednesday: Following 
Tuesday’s firmer tendency, the market 
was again active throughout the half- 
day session and _ sustained buying in- 
terest led to a further all round im- 
provement in rates. Some advances 
were quite appreciable, notably 
Cements, Electrics and China Lights 
whilst Wharves advanced to $81 with- 
out any shares’ being offered. The 
general undertone was very firm and 
the turnover amounted to $1,630,000. 
Thursday: The market was buoyant 
with prices continuing to advance on 
a wide front as the result of more ag- 
gressive buying. Most of the recent 
popular counters were still in good de- 
mand and tacked on fractional gains. 
Hotels and Lands were the most active 
and the volume of business for the 
day was quite considerable, amounting 
to $2,726,000, the biggest for some 
time. The’ general undertone was 
strong throughout the day and the 
market closed firm. Friday: With 
buyers continuing to advance their 
offers, prices showed further improve- 
ment and any profit-taking was quick- 


ly absorbed. A number stocks 
reached new highs for the current year 
and the turnover totalled $3,160,000 in 
a day of brisk trading. The under- 
tone was again very firm. 


Hongkong Stock Exchange in November 


Free from any disturbing political 
news the stock market made good head- 
way and prices advanced on a wide 
front. Buying interest was well spread 
and to some extent supported by over- 
seas remittances seeking good invest- 
ment return. Rumours’ that renewed 


offers were made to the Hotel Company | 


for the Pedder Street site led to some 
heavy speculation in these shares, re- 
sulting in wide fluctuations. However, 
the rate appears to have settled down 
around $13.30. Hongkong Docks also 
made a spectacular rise from $223 to 
$263 on the news that this Company 
is offering an extensive area of land 
for sale. Utilities came in for some 
good support with Electrics advancing 
$3, due partially to their offer of 
$3,000,000 compensation to the Agents 
on relinquishing their appointment. 
Land shares improved’ considerably 
under steady buying. Stores also 


benefitted in the general upward trend © 


and tacked on useful~ gains. Hong- 
kong Banks again moved up and reach- 
ed $1,890, a new high for 1954. There 
was a good deal of activity in the 
Rubber Section especially in Amalga- 
mated & Rubber Trust which advanced 
to $1.10 and $1.90 respectively follow- 
ing the advance of the raw material in 
Singapore. Profit-taking was well ab- 
sorbed and the general undertone of 
the market was very steady. 


Business reported during November: 
$24,741,776. Business reported in 1953: 
$150,766,890. Business in Jan./Nov. 
this year: $209,397,108. Business re- 
ported November, 1953: $15,767,852. 


Business Reported During November 


Qty. of Shares 


H.K. Govt. Loan 34%4% (1948) ........ $25,000 

5,700 
51,161 
256,900 
2,600 
59,652 
China Lights (F. Pd.) 67,892 


Qty. of Shares. 


Rubber 


THE SHANGHAI LAND 
INVESTMENT CO., LTD. 


During the year 1953, the Shanghai 


Land Investment Company Limited 
lest more than HK$0.5 million in 
Shanghai. At a recent general meet- 


ing of shareholders held in Hongkong, 
the Chairman stated that this loss was 
caused in August 1954 when a sudden 
alteration in the basis of levying taxes 
on the Company took place. Previous- 
ly the Company was assessed on rents 
actually received but from that date a 
retrospective bill (ie. as from 1949/ 
1953)-> was presented to cover taxes 
on rents payable but not yet collected. 
The amount of the bill (HK$755,- 
721.35) was included. in the 1953 ac- 
counts. The Chairman complained 
that outstanding rents are difficult to 
collect and are steadily mounting (in 
October 1954 the amount stood at 
about Y6,000,000,000). The total rent 
collected during the year 1953 was 
Y8,434,493,343. Repairs for the year 
1953 amounted to Y1,702,727,038. For 
January/September 1954, Y2,734,000,- 
000 was spent on repairs. The Pub- 
lic Works Bureau pressing’ the 
Company for overall repairs on several 
large properties and the total cost for 
them reach astronomical figures. All 
taxes as provided for in the 1953 ac- 
counts have been paid, with the excep- 
tion of the new levy. Due to the sud- 
den change in Government’s method of 
taxing the Company (as referred to 
above) a bill of Y2,132,188,000 was 
presented by the Tax Bureau. A part 
payment of Y330,371,800 was made 
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as evidence of good faith but a peti- 
tion was lodged later pointing out that 
this Company was assessed on income 
as yet unearned. The’ extensive re- 
pairs ordered and various taxes levied 
crippled the Company’s finances and 
made ‘its existence precarious. The 
present policy of the Company is to 
devote its full energies to the upkeep 
of the properties so as to “‘protect the 
life and property of the people” leaving 
taxes unpaid for the present even 
though there are crushing fines for de- 
lay in payments. 


HONGKONG AND _ FAR 
EASTERN TRADE REPORTS 


Trade Developments in November 


Strong export demand inherited from 
the previous month and the _ shortage 
of popular items encouraged local 
dealers to indent more supplies from 


Japan and West Germany. There were 


fewer indents placed with other coun- 
tries in Continental Europe as prices 
of West German and Japanese goods 
were cheaper. The provisional trade 
figures for November (Total Imports 
$300,953,324; Total Exports $216,601,- 
770) showed increases in imports’ by 
$2,499,404 and in exports by $7,627,585 
over October’s $298,453,920 and 
$209,811,735 respectively. Trading, 
however, was limited by the low stock 
of various popular items and curtailed 
by the difference in price between buy- 
ing offers and increased selling quota- 
tions. Korea remained the biggest 
customer for HK; China provided good 
demand for selective items; Japan 
bought more raw materials; Europe 
was keen in China produce; USA, UK 
and Africa ordered more HK manu- 
factures; Taiwan and _ Indonesia pur- 
chased various re-export items; Thai- 
land shipped more rice to HK but 
bought little in return; Indochina cur- 
tailed its procurement by the end of 
the month while Burma, Singapore and 


the Philippines displayed only limited > 


interest in HK manufactures. China 
produce and metals retained strong de- 
mand throughout the period while 
paper enjoyed more business during the 
middle of the month but trading in all 
the three markets was handicapped by 


limited stocks price. differences. 
Pharmaceutical and _ industrial chemi- 
cals registered brisk small dealings; 


cotton yarns maintained firm prices but 
failed to advance further while piece 
goods managed better turnover and 
impressive gains. 

China Trade: China is’ enforcing 
drastic cuts in domestic consumption in 


order to provide supplies for export to 
earn more foreign exchange. To HK, 


China sent not only the usual supply of — 


beans, woodoil, edibles, drawn works, 
embroidered goods and paper but also 
goats, groundnut oil (which was in 
shortage on the Mainland), coal, and 
canned food. At the beginning of the 
month, China curtailed the exports of 


Indochinese 


goods are of 


woodoil and various other major items 
to HK to stimulate the prices in the 
local market. the end of the 
month, about HK$32 million worth of 
woodoil, bristle, iron ores and other 
major exports were accumulated in 
Canton and Hengyang awaiting ship- 
ments to HK. These goods were gra- 
dually released after China increased 
the export floor prices of some of the 
items. China bought more metals, chemi- 
cals and pharmaceuticals from HK and 
through local agents ordered fertilisers, 
dyestuffs, rayon yarn, and_ other in- 
dustrial supplies. As to the payments 
of these purchases, Chinese banks in 
HK cut the advance payments against 
Letters of Guarantee opened by im- 
porters in China from 80% to 40% of 
the total shipped value. If the bank 
does not know the local firm too well 


and/or when it is difficult to assess the 


quantity and impossible to assert the 
quality of the cargo exported from 
HK even this 40% is not’ granted. 
Meanwhile the British Trade Mission 
led by Mr. Pullen discussed trade pro- 
motion with Communists in Peking. 
Among the subjects’ discussed were: 
(1) Payments—at present buyers of 
China produce must pay for goods be- 
fore the ship leaves China while on the 
other hand China pays for her imports 
only after the arrival of goods in 
China. (2) Inspection of cargo—at 
present British traders have to abide 
by certificates issued by the Chinese 
for both exports and imports. (3) 
Hongkong—at present Peking is only 
conducting a very small portion of the 
Sino-British trade through HK. 


Remittances from HK to’ China 
largely for the maintenance of depen- 
dents of overseas Chinese dwindled to 
about HK$12 million per month. The 
cfficial exchange rate at the end of the 
month was HK$1 for 4,270 yuan. Au- 
thorities in China are encouraging 
overseas Chinese to send more money 
to China not only for the support of 
their families but for reconstruction 
industrial developments. There 
was a rumour that the exchange rate 
might be adjusted from 4,270 to 5,000 
yuan for HK$1. Previous adjustments 
were made in 1952 and 1953. 


Taiwan Trade: Since Taiwan’s grant- 
ing of the 6th period foreign exchange 
allocations, more orders reached HK 
for pharmaceuticals, industrial chemi- 
cals and metals. With the continuous 
expansion of industries in Taiwan, re- 
cent orders covered mostly’ essential 
industrial supplies. In the purchase of 
beans, Taiwan now requires Thai and 
products instead of those 
of Communist origin. The import of 
green peas from HK now requires docu- 
mentary evidences showing that the 
non-Communist' origin. 
Taiwan’s FOA imports for the 1955 
financial year will amount to US$41.9 


million. Items of imports included 
wheat, cotton, dairy products, soya 
bean, pharmaceuticals, insecticide, 


gunny bag's, vehicles, lubricants, rubber 


products, educational instruments, 
petroleum products, timber, tin plate, 
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steel, chemicals and industrial equip 
ment. On the other hand the total 
volume of Taiwan’s exports to HK 
declined due to the curtailed shipment 
of sugar to HK and Taiwan’s promotion 


of direct trade with Europe, the US 
and Japan. Only small quantities of 
citronella oil, tea, feathers, camphor 


and sundries arrived from Taipei. 


Japan Trade: Several Japanese firms 
established branches in HK and some 
Japanese manufacturers and exporters 
appointed local Chinese firms as their 
agents. An _ exhibition of Japanese 
goods will soon be opened in HK. Large 
quantities of scrap iron and China 


_ produce were shipped to Japan and in 


return, more Japanese cement, piece 
goods, cotton yarn, metals, paper, sun- 
dries and toys reached HK. Indents 
for metals and paper. registered 
creases while prices for sundries and 
consumer goods noted declines. Japan 
also bought over 1,000 bales of raw 
cotton from HK. The Japanese Gev- 
ernment had decided to cut down raw 
cotton allocations to manufacturers. 
During the period from December te 
February the monthly import queta 
will not exceed 20,000 bales. Japanese 
authorities recently reported that the 
Japanese economy was improving ‘et 
warned that the decline in export 
prices was not accompanied by the 
reduction of actual production cost and 
imports will be increased again te re 
plenish stocks of raw materials. 


Exports to Korea: The settlement of 
differences between the US and Keres 
over the control of $700 milhen POA 
fund enabled Japan to get some of the 
orders from Seoul but did net change 
Korea’s import restrictions agarnet 
Japanese goods from HK. The first 
US$5 million of the $20 milhen emer 
gency fund was sold to importers whe 
offered highest rates of exchange Tie 
measure accelerated the depreciation ef 
the Hwan. The practice was therefore 


discontinued and the allocation ef the 


second portion was delayed From MK, 
Korea bought metals, paper. cettes 
yarn, wool tops, scientific instrements 
and fertilizers. Despite the fact that 
Japan will now take a big portion of 
Korean orders away from HK. Korea 
remained the biggest customer for HK. 


Trade with Indonesia: Shipments te 
Djakarta, Semarang. Surabaya and 
Macassar improved with Indonesia's ¢1} 
allocation of 20 million rupiah werth ef 
foreign exchange for the impert ef 
textiles, woven and knitted falrics. i 
dustrial chemicals, ete.: (2) 
of barter trade with HK: and (3) al 
location of extra-quota foreign ex 
change for urgent requirements 
Diakarta also announced the new re 
gulations governing imports on 
term credits. It divides such imports 
into 3 categories of which one cate 
gory for imports under a one-year 
credit term underwritten by the Bank 
of Indonesia applies to imports from 
HK. However, very few of the local 
manufacturers and exporters are will- 
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PAR SASTERM 


Economic Review 


FINANCE & COMMERCE 


HONGKONG SHARE 
MARKET 


The overflow of idle capital and the 
increasing amount of overseas remit- 
tances in the market developed aggres- 
sive buying and stimulated improve- 
ment in rates. The turnover on Friday, 
amounted to a record breaking total 
of $3,160,000. Wharves, Cement and 
Utilities led in gains with Providents, 
Land, Hotels and Dairy Farms regis- 
tering improvements and brisk busi- 
ness. 


Last Week’s Market Developments 


Monday: After a quiet start, buyers 
were again in evidence and on balance 
prices moved _ fractionally higher. 
Wharves and Providents were in good 
demand and_  =*registered appreciable 
gains as did Cements. Utilities were 
also firmer under steady support with 
Trams making most. progress. The 
general undertone of the market was 
steady to firm and the_ turnover 
amounted to $1,450,000. Tuesday: The 
market ruled steady and rates were 
inclined to harden under’ continued 
support. Chief interest was centred on 
H.K. Land shares. Hotels were also 
active with business’ transacted from 
$13.40 up to $13.90. Utilities were 
firm and moved fractionally higher 
whilst Dairy Farms also tacked on fur- 
ther gains. Wharves and _  Providents 
were prominent in the general upward 
trend. Elsewhere’ trading was on a 
light scale but the market closed firm. 
The turnover for the day amounted to 
$1,740,000. Wednesday: Following 
Tuesday’s firmer tendency, the market 
Was again active throughout the half- 
day session and_ sustained buying in- 
terest led to a further all round im- 
provement in rates. Some _ advances 
were quite appreciable, notably 
Cements, Electrics and China Lights 
whilst Wharves advanced to $81 with- 
out any shares being offered. The 
general undertone was very firm and 
the turnover amounted to $1,630,000. 
Thursday: The market was buoyant 
with prices continuing to advance on 
a wide front as the result of more ag- 
gressive buying. Most of the recent 
popular counters were still in good de- 
mand and tacked on fractional gains. 
Hotels and Lands were the most active 
and the volume of business for the 
day was quite considerable, amounting 
to $2,726,000, the biggest for some 
time. The general undertone. was 
strong throughout the day and the 
market closed firm. Friday: With 
buyers continuing to advance their 
offers, prices showed further improve- 
ment and any profit-taking was quick- 


ly absorbed. A number of _ stocks 
reached new highs for the current year 
and the turnover totalled $3,160,000 in 
a day of brisk trading. The under- 
tone was again very firm. 


Hongkong Stock Exchange in November 


Free from any disturbing political 
news the stock market made good head- 
way and prices advanced on a wide 
front. Buying interest was well spread 
and to some extent supported by over- 
seas remittances seeking good invest- 
ment return. Rumours’ that renewed 
offers were made to the Hotel Company 
for the Pedder Street site led to some 
heavy speculation in these shares, re- 
sulting in wide fluctuations. However, 
the rate appears to have settled down 
around $13.30. Hongkong Docks also 
made a spectacular rise from $223 to 
$263 on the news that this Company 
is offering an extensive area of land 
for sale. Utilities came in for some 
good support with Electrics advancing 
$3, due partially to their offer of 
$3,000,000 compensation to the Agents 


on relinquishing their appointment. 
Land shares improved considerably 
under steady buying. Stores also 


benefitted in the general upward trend 
and tacked on useful~ gains. Hong- 
kong Banks again moved up and reach- 
ed $1,890, a new high for 1954. There 
was a good deal of activity in the 
Rubber Section especially in Amalga- 
mated & Rubber Trust which advanced 
to $1.10 and $1.90 respectively follow- 
ing the advance of the raw material in 
Singapore. Profit-taking was well ab- 
sorbed and the general undertone of 
the market was very steady. 


Business reported during November: 
$24,741,776. Business reported in 1953: 
$150,766,890. Business in Jan./Nov. 
this year: $209,397,108. Business re- 
ported November, 1953: $15,767,852. 


Business Reported During November 


Qty. of Shares 


H.K. Govt. Loan 344% (1948) ........ $25,000 
100 
2,600 
131,000 
China Lights (F. Pd.) 67,892. 


retrospective 


Qty. of Shares 
H.K. Electric 


China Entertainment 1,300 

Rubber 
Amalgamated Rubber 870,967 


THE SHANGHAI LAND 
INVESTMENT CO., LTD. 


During the year 1953, the Shanghai 
Land Investment Company Limited 
lost more than HK$0.5 million in 
Shanghai. At a recent general meet- 
ing of shareholders held in Hongkong, 
the Chairman stated that this loss was 


caused in August 1954 when a sudden 


alteration in the basis of levying taxes 
on the Company took place. Previous- 
ly the Company was assessed on rents 
actually received but from that date a 
bill (ie. as from 1949/ 
1953) was presented to cover taxes 
on rents payable but not yet collected. 
The amount of the bill (HK$755,- 
721.35) was included. in the 1953 ac- 
counts. The Chairman complained 
that outstanding rents are difficult to 
collect and are steadily mounting (in 
October 1954 the amount. stood at 
about Y6,000,000,000). The total rent 
collected during the year 1953 was 
Y8,434,493,348. Repairs for the year 
1953 amounted to Y1,702,727,038. For 
January/September 1954, Y2,734,000,- 
000 was spent on repairs. The Pub- 
lic Works Bureau is_ pressing’ the 


Company for overall repairs on several © 


large properties and the total cost for 
them reach astronomical figures. All 
taxes as provided for in the 1953 ac- 
counts have been paid, with the excep- 
tion of the new levy. Due to the sud- 
den change in Government’s method of 
taxing the Company (as referred to 
above) a bill of Y2,132,188,000 was 
presented by the Tax Bureau. A part 
payment of Y330,371,800 was made 
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$209,811,7385 
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as evidence of good faith but a peti- 
tion was lodged later pointing out that 
this Company was assessed on income 
as yet unearned. The’ extensive re- 
pairs ordered and various taxes levied 
crippled the Company’s finances and 
made ‘its existence precarious. The 
present policy of the Company is to 
devote its full energies to the upkeep 


of the properties so as to “protect the 


life and property of the people” leaving 
taxes unpaid for the present even 
though there are crushing fines for de- 
lay in payments. | 


HONGKONG AND FAR 
EASTERN TRADE REPORTS 


Trade Developments in November 


Strong export demand inherited from 
the previous month and the _ shortage 
of popular items encouraged local 
dealers to indent more supplies from 
Japan and West Germany. There were 
fewer indents placed with other coun- 
tries in Continental Europe as prices 
of West German and Japanese goods 
were cheaper. The provisional trade 
figures for November (Total Imports 
$300,953,324; Total Exports $216,601,- 
770) showed increases in imports by 
$2,499,404 and in exports by $7,627,585 
over October’s $298,453,920 and 
respectively. Trading, 
however, was limited by the low stock 
of various popular items and curtailed 
by the difference in price between buy- 
ing offers and increased selling quota- 
tions. Korea remained the biggest 
customer for HK; China provided good 
demand for selective items; Japan 
bought more raw materials; Europe 
was keen in China produce; USA, UK 
and Africa ordered more HK manu- 
factures; Taiwan and _ Indonesia pur- 
chased various re-export items; Thai- 
land shipped more rice to HK but 


bought little in return; Indochina cur-— 


tailed its procurement by the end of 
the month while Burma, Singapore and 
the Philippines displayed only limited 
interest in HK manufactures. China 
produce and metals retained strong de- 
mand throughout period while 
paper enjoyed more business during the 
middle of the month but trading in all 
the three markets was handicapped by 


limited stocks and price differences. 
Pharmaceutical and _ industrial chemi- 
cals registered brisk small dealings; 


cotton yarns maintained firm prices but 
failed to advance further while piece 
goods managed better turnover and 
impressive gains. 


China Trade: China is enforcing 
drastic cuts in domestic consumption in 
order to provide supplies for export to 
earn more foreign exchange. To HK, 
China sent not only the usual supply of 
beans, woodoil, edibles, drawn works, 
embroidered goods and paper but also 
goats, groundnut oil (which. was in 
shortage on the Mainland), coal, and 
eanned food. At the beginning of the 
month, China curtailed the exports of 


woodoil and varjous other -najor: items 
to HK to stimulate the prices in the 
local market. By the end  0of the 
month, about HK$32 million worth of 
woodoil, bristle, iron ores and other 
major exports were accumulated in 
Canton and Hengyang awaiting ship- 
ments to HK. These goods were gra-~ 
dually released after China increased 
the export floor prices of some of the 
items. China bought more metals, chemi- 
cals and pharmaceuticals from HK and 
through local agents ordered fertilisers, 
dyestuffs, rayon yarn, and _. other in- 
dustrial supplies. As to the payments 


of these purchases, Chinese banks in 


HK cut the advance payments against 
Letters of Guarantee opened by im- 
porters in China from 80% to 40% of 
the total shipped value. If the bank 
does not know the local firm too well 
and/or when it is difficult to assess the 
quantity and impossible to assert the 
quality of the cargo exported from 
HK even this 40% is not’ granted. 
Meanwhile the British Trade Mission 
led by Mr. Pullen discussed trade pro- 
motion with Communists in Peking. 
Among the subjects discussed were: 
(1) Payments—at present buyers of 
China produce must pay for goods be- 
fore the ship leaves China while on the 
other hand China pays for her imports 
only after the arrival of goods in 
China. (2) Inspection of cargo—at 
present British traders have to abide 
by certificates issued by the Chinese 
for both exports and imports. (3) 
Hongkong—at present Peking is only 
conducting a very small portion of the 
Sino-British trade through HK. 


Remittances from HK to China 
largely for the maintenance of depen- 
dents of overseas Chinese dwindled to 
about HK$12 million per month. The 
cfficial exchange rate at the end of the 
month was HK$1 for 4,270 yuan. Au- 
thorities in China are’ encouraging 
overseas Chinese to send more money 
to China not only for the support of 
their families but for reconstruction 
and _ industrial developments. There 
was a rumour that the exchange rate 
might be adjusted from 4,270 to 5,000 
yuan for HK$1. Previous adjustments 
were made in 1952 and 1953. 


Taiwan Trade: Since Taiwan’s grant- 
ing of the 6th period foreign exchange 
allocations, orders 
for pharmaceuticals, industrial chemi- 
cals and metals. With the continuous 
expansion of industries in Taiwan, re- 
cent orders covered mostly essential 
industrial supplies. In the purchase of 
beans, Taiwan now requires Thai and 
Indochinese products instead of those 
of Communist origin. The import of 
green peas from HK now requires docu- 
mentary evidences showing that the 
goods are of non-Communist origin. 
Taiwan’s FOA imports for the 1955 
financial year will amount to US$41.9 
million. Items of imports included 
wheat, cotton, dairy products, soya 
bean, pharmaceuticals, insecticide, 
gunny bag's, vehicles, lubricants, rubber 
products, educational instruments, 
petroleum products, timber, tin plate, 


reached HK 


765 


steel, chemicals and industrial 
ment. On _ the other hand the total 
volume of Taiwan’s exports to HK 
declined due to the curtailed shipment 
of sugar to HK and Taiwan’s promotion 


equip- 


of direct trade with Europe, the US 
and Japan. Only small quantities of 
citronella oil, tea, feathers, camphor 


and sundries arrived from Taipei. 


Japan Trade: Several Japanese firms 
established branches in HK and some 
Japanese manufacturers and exporters 
appcinted local Chinese firms as their 
agents. An _ exhibition of Japanese 
goods will soon be opened in HK. Large 
quantities of scrap iron and China 
produce were shipped to Japan and in 
return, more Japanese cement, piece 
goods, cotton yarn, metals, paper, sun- 
dries and toys reached HK. Indents 
for metals and paper’ registered 
creases while prices for sundries and 
consumer goods noted declines. Japan 
also bought over 1,000 bales of raw 


eotton from HK. The Japanese Gov- 


ernment had decided to cut down raw 
cotton allocations to manufacturers. 
During the period from December to 
February the monthly import quota 
will not exceed 20,000 bales. Japanese 
authorities recently reported that the 
Japanese economy was improving but 
warned that the decline in export 
prices was not accompanied by the 
reduction of actual production cost and 
imports will be increased again to re- 
plenish stocks of raw materials. 


Exports to Korea: The settlement of 
differences between the US and Korea 
over the control of $700 million FOA 
fund enabled Japan to get some of the 
orders from Seoul but did not change 
Korea’s import restrictions against 
Japanese goods from HK. The first 
US$5 million of the $20 million emer- 
gency fund was sold to importers who 
offered highest rates of exchange. This 
measure accelerated the depreciation of 
the Hwan. The practice was therefore 
discontinued and the allocation of the 
second portion was delayed. From HK, 
Korea bought metals, paper, cotton 
yarn, wool tops, scientific instruments 
and fertilizers. Despite the fact that 
Japan will now take a big portion of 
Korean orders away from HK, Korea 
remained the biggest customer for HK. 


Trade with Indonesia: Shipments to 
Djakarta, Semarang, Surabaya and 
Macassar improved with Indonesia’s (1) 
allocation of 20 million rupiah worth of 
foreign exchange for the import of 
textiles, woven and knitted fabrics, in- 
dustrial chemicals, etc.; (2) resumption 
of barter trade with HK; and (3) al- 
location of extra-quota foreign ex- 
change for urgent requirements. 
Djakarta also announced the new re- 
gulations governing imports on long- 
term credits. It divides such imports 
into 3 categories of which’ one cate- 
gory for imports under a one-year 
eredit term underwritten by the Bank 
of Indonesia applies to imports from 
HK. However, very few of the local 
manufacturers and exporters are will- 
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ing to extend such a long credit term 
to Indonesian importers. The improve- 
ment in trade was also handicapped by 
the limitations in the barter trade: 
(1) only importers who are Indonesian 
nationals are allowed to engage in the 
barter trade; (2) foreign exporters are 
permitted to participate but only in 
cooperation with Indonesian traders; 
(3) export must precede import and 
(4) all such barter trade must be 
consummated by the applicant as the 
transfer of documents is not allowed. 
Orders from Djakarta covered metals, 
paper, ename! basins, coffee boilers, 
teapots, kerosene lamps, electric flash- 
lights, and other HK products. 


Trade with Thailand: The Govern- 
ment of Thailand imposed a ban on the 
import of over one hundred items of 
goods in an effort to conserve foreign 
exchange and to protect its domestic 
industries. The list included fats, oils, 
certain canned _ foods, margarine, 
cereals (other than industrial wheat 
and malt), salt, passenger cars and 
motor-cycles (subject to quota), 
matches, certain furniture, coconut oil, 
groundnut oil, palm oil, certain jewel- 
lery and fancy goods, certain printed 
calicos, cotton cloths and_ brocades, 
yarns and certain’ brushes. Business 
which improved at’ the beginning of 
the month deteriorated with the an- 
nouncement of the new regulation. 
Meanwhile, more Thai products reach- 
ed HK. They included rice, ground- 
nut oil, vermicelli, sesame, raw hide, 
pigs, cows and teak. . 


Trade with Burma: HK bought more 
than 1,000 bales of raw cotton from 
Burma for local consumption and re- 
export to Japan. Due to Burma’s im- 
port restrictions against Communist 
goods, no more Chinese food products 
went to Rangoon. HK’s_ export of 
knitted goods to Burma was affected by 
the competition from 
Only HK manufactured cotton piece 
goods, winter underwear, plastic goods, 
felt hat, canned food, towel and other 


consumer goods were shipped to Ran- 
goon. - | 


Trade with Indochina: During the 
first half of November, Vietminh in- 
creased its exports of rice, feathers, 
groundnuts and edible oils to HK via 
Haiphong. In addition to the’ return 
from these exports, Vietminh appro- 
priated HK$5 million for the purchase 
of various supplies and equipment 
from HK. But by the end of the 
month, merchants in Haiphong stopped 
buying and prepared to liquidate their 
business so that they might move down 
to Saigon and Pnompenh before Viet- 
minh takes over the control of Hai- 
phong. On the other hand, trade with 
Saigcn increased when trade authorities 
there encouraged barter imports of 
essential supplies. In exchange for 
foodstuffs and HK manufactures, Sai- 
gon sent rice, rice bran, hide, leather, 
cassia lignea, feather and other staples 
to HK 


Trade with Singapore: Shipments to 
Singapore dwindled and confined to a 


Indian goods. 


few items of China produce and HK 
manufactures only. The Singapore 
Government announced a further list of 
26 items which can be imported freely 
from hard-currency sources. Previous- 
ly, these goods reached Singapore via 
HK. The new measure curtailed much 
of the trade between HK and Singa- 
pore. 


India Trade: The 2-year trade 


agreement concluded by India and 
China provides that reasonable facilities 


will be accorded for entry into Calcutta ~ 


and for the subsequent movement to 
Tibet of those Chinese goods which 
cannot be obtained in India. Pay- 
ments will be made in rupees or ster- 
ling. India offered rice, certain -seeds, 
tobacco, metallic ores, oils, chemicals, 
drugs and medicines, electrical and 
other apparatus, machinery, machine 
tools, ferrous and non-ferrous manu- 
factures, cotton piece goods, jute manu- 


factures, bicycles, motor _ vehicles, 
cement, tires and tubes, pumps, lan- 
terns, sewing machines, agricultural 


implements, mica and Indian films to 


China. In return China listed as 
available for export to  India—rice, 
soya beans, machine tools, machinery, 


medical supplies, antimony, graphite, 
fluorspar, arsonalite, silk and silk 
piece goods, wool, hides and skins, 


paper, woodoil, cassia, methol crystals, 
resins, porcelain, glass and glassware, 
hosiery and stitching needles, vege- 
tables and vegetable products, 
canned goods, printed matter, 
books, and Chinese films. Indian 
exports to China amounted to US$1.7 
million in 1953-54, $0.9 million in 


1952-538 and 14.2 million in 1951-52.. 


Indian imports from China totalled 
$2.1 million in 1958-54, $27.4 million in 
1952-53, and $33.4 million in 1951-52. 


Trade with the Philippines: Although 
certificate of origin requirement was 
not enforced for shipment to the 
Philippines, the procedure for obtaining 
consular invoices was more strict on 
re-exports. Orders from Manila cover- 
ed cotton yarn, piecegoods, metals and 
machinery of HK origin. Shipment of 
— to the Philippines remained 
slow. 


Trade with Africa: Large quantities 


of Chinese green tea and_ spices to- 
gether with considerable tonnage of 
HK manufactures shipped _ to 


Casablanca. East Africa maintained 
the usual volume of imports from HK 
but most of the goods required were 
of the less expensive categories. Trade 
with British and the Union of South 
Africa, West Africa was also on the 
increase. Orders from these sources 
covered enamelware, cotton piecegoods 
and other HK products. In return, HK 
bought more staples from South Africa. 
To promote the exports of African pro- 
ducts to HK, South Africa’s Senior 
Trade Commissioner to East Asia came 
to HK and offered sell more 
diamond, wattle extract, vegetable oil 
and various other commodities. Dia- 
monds, wattle extract and groundnut 
oil consisted more than 80% of HK’s 
total imports from South Africa. 


‘many stopped to accept 


Japan and Europe. 


green beans, coir fibre, 


FAR EASTERN 


Economic REVIEW 


USA, France & Germany: Exports to 
the US consisted mostly of Christmas 
and Holiday items of HK origin. Trans- 
Pacific Freight Conference reduced. the 
freight on shipments of chinaware, 
ginger, bean thread, native paper, rice 
thread, sugar and tea from HK*to the 
US. Merchants in France negotiated 
with local traders to barter for raw 
silk from HK with French pharmaceu- 
ticals and machine tools. West Ger- 
Letters of 
Guarantee for payment of goods pur- 
chased by China. Several transactions 
were later closed between China and 
West Germany on the terms of. pay- 
ment by irrevocable Letters of Credit. 


Trade with Australia: As of Novem-. 


ber 22, goods from Japan outside of a 
special Australian ‘reserved list’ is 
allowed freer conditions of import into 
Australia. The relaxation applies to 
similar Japanese goods from HK. Ship- 
ments to Australia included cotton tex- 
tiles, furniture, seagrass products, fire- 


crackers and_ sundries. [In _ return, 
Australia sent to HK fruits, canned 
food and fresh meat, wheat 


flour, hide and leather, industrial chemi- 
cals and metal products. 


Commodity Markets in November 


China Produce: Demand from 
Europe, Japan and Southeast Asia re- 
mained strong throughout the month. 
Due to the curtailed shipments from 
China, stocks- of some major. export 
items dwindled. -Prices therefore ad- 
vanced. China increased the export 
floor price of woodoil first by $3.50 to 
$121 per picul cif HK in bulk and later 
further up to $124 per picul cif HK. 
Woodoil quotations in London gained 
to £150 per ton for spot cargo in bulk. 
One shipment was sold to Australia at 
£147 per ton c & f. On the local 
market woodoil climbed to $126 per 
ton in bulk ex-godown and $129 per 
ton in drums. Sesame in the London 
market went up from £85 to £90 per 
ton for Nov.-Dec. shipment. As sup- 
ply from China dwindled, Indochinese 
and African sesame were offered to 
Cassia oil in Lon- 
don market improved from 9s 3d to 9s 
9d per pound cif and in: local market 
to 9s 4d ec & f London. Other items 
registered gains on good demand. and 
short supply were menthol crystal, ani- 
seed oil, citronella oil, peppermint oil, 
hemp seed, castor seed and_ gallnuts. 
Groundnut oil declined due to the cut 
in export duty in India from 250 rupees 
to 100 rupees per ton. Prices of fea- 
thers on world markets declined due 
to increased supply from Southeast 
Asia and decreased demand from the 
US. Galangal eased despite enquiries 
from Europe and India; rice _ bran, 
talcum and seagrass declined due to 
heavy arrivals while taro chip, maize, 
realgar, and 
rhubarb dropped when export demand 
slowed down. Other popular items 
during the month included bitter al- 
mond, rosin, dried chilli, garlic, tea, 
aniseed star, cassia lignea, hop seed, 
green peas, soya beans, broad beans. 
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black beans, white beans, gypsum, alum, 
fluorspar and ramie. Raw silk showed 
a mixed trend. Canton A grade climb-- 
ed to new heights while Shanghai A 
grade registered drops. 


Metals: The fact that most of the 
market favourites (including articles 
in the category of factory supplies such 
as tinplate, waste waste, 
consigned to public godowns for storage 
and the shortage of other popular items 
curtailed much of the business on the 


market, local demand remained 
strong throughout the period. Low 
stock and strong demand _=§ stimulated 


prices of black plate, blackplate waste 
waste, tin plate, tinplate waste waste, 
mild steel plate, galvanized iron sheets, 
mild steel angle bars, wire rod, and 
steel wire rope. Galvanized iron piping 
eased as supply and demand were at 
odds. Mild steel round bars improved 
on the strength of stronger outport en- 
quiries. Other items which enjoyed 
good local demand were aluminium 
sheet, zinc boiler plate, zinc sheets, iron 
wire nail, piano wire, brass rod and 
high speed steel. 


Paper: Increased indent cost, low 
stock and strong demand stimulated 
newsprint in reels, duplex board, M.G. 
ribbed kraft, and bond to higher prices. 
However, prites of European goods still 
lagged behind costs. By the end of 
the month the shortage of stock and 
the difference in price slowed down the 
trading. During the period, China sent 
more than 2,000 tons of newsprint in 
reams to HK and India (via HK) in 
addition to regular shipments of straw- 
board, duplex board and M.G._ cap. 
Newsprint and glassine registered the 
highest trading volume with Korea, 
Thailand, Indonesia, Taiwan and local 
industries providing constant demand. 
Woodfree printing, art printing, poster, 
cellophane, flint, grease proof, duplex 
board, M.G. pure sulphite and M.G. 
ribbed kraft attracted orders from Tai- 
wan, Indonesia, Thailand and Korea as 
well as from local industries. Prices 


of these items registered gains. In- 


dents booked by local dealers during 
the month included 1,000 tons of news- 
from USA and other 
sources and 1,000 tons of Japanese 
woodfree printing. Other items booked 
from Japan were poster, duplex board, 
strawboard, M.G. ribbed kraft, pitched 
kraft and cellophane. European pro- 
ducts booked included pitched kraft, 
poster, M.G. ribbed kraft, bond, me- 
chanical printing and art printing. 


Pharmaceuticals: China booked most 
of its requirements from _— supplying 
sources through local agents. Moderate 
purchases from Korea and Taiwan kept 
prices steady. Taiwan’s 6th period 
foreign exchange allocation § inciuded 
US$810,000 for pharmaceuticals.. Or- 
ders from Taiwan covered amidopyrin, 
chloroform, potassium iodide, aspirin, 
vitamines, PAS, ephedrine hydrochlo- 
ride, pituary ampoules, iodine resub- 
limed, quinine ethylecarbonate, santonin 
crystal ealci-ostelin ampoules. 
Strong demand for dihydrostreptomycin 


etc.) were. 


from China and local doctors and hos- 
pitals encouraged the return flow of 
this item from Macao and Singapore. 
Besides dihydrostreptomycin, China was 


also interested in penicillin procaine 
oil, aureomycin, nicotinamide, sodium 
salicylate, potassium bromide, sodium 


bromide, ammonium bromide, phenace- 
tin, aspirin, atebrin, sulphonamide, vita- 
mines, PAS, barbitone and salicylic acid. 
Korea made limited purchases in peni- 
cillin procaine oil, aspirin, PAS, ephe- 
drine hydrochloride, neosalvarsan, 
quinine hydrochloride, saccharum lac- 
tose, atebrin and atophanyl. 


Industrial Chemicals: Selective pur- 
chases from Korea, China, Indonesia and 
local factories stimulated gains and 
kept the market steady throughout the 
period. Indent bookings were slow due 
to’ the lack of offers for early ship- 
ments, Gum Arabic advanced under 


the stimulation of orders from China 


and increased indent cost. Granulated 
borax enjoyed further increases as the 
short supply position continued. Cau- 
stic Soda attracted orders from Indo- 
nesia and Korea but failed to improve 
due to the steady supply from Japan. 
Short supply situation improved prices 
of boric acid, petrolatum, lithopone, 
formalin zinc oxide, and sodium bichro- 
mate. The volume of the business, 
however, remained small. 


Rice, Flour and Sugar: The con- 
tinuous sales of Government rice eased 
prices. Thai whole rice remained firm 
on the strength of the limited supply 
from Thailand. Government rice was 
generally traded at below _ cost. 
Lower grades of commercial rice also 
declined. More than 75,000 bags of 
rice were traded during the _ period. 
The Government appointed 29 firms as 
approved rice-merchants. The mini- 
mum reserve to be kept will amount to 


35,000 tons. Approved importers 
were: 


Bangkok Mercantile (Hongkong) 
Chin Lee Sing 

Chin Seng Hong 

Chow Bros. Trading Co. 

Chui Tai Hong 

Dah Chong Hong, Ltd. 

L. Dunbar & Co. (1950), Ltd. 

Gilman & Co., Ltd. 

Hongkong Canton Export Co., Ltd. 
Huey An Co. (H.K.) 

Jardine, Matheson & Co., Ltd. 

Kia Nguan Hong 

Kian Gwan Co., (China) Ltd. 

Kin Tyo Lung Hong 

Kui Fat Yuen, Ltd. 

Kwong Hang Hing Co., Ltd. 

Kwong Sun Hong, Ltd. 

Leung Yow 

Lui Hing Hop Cheung Kee Bank, Ltd. 
Lune Hing Cheong 

Mow Tai Hong 

Nam Wo Hong 

Siam Trading Ca. 

H. Skott & Co., Ltd. 

South East Asia Trading Co. (Siam), Ltd. 
United Trading & Shipping Co., Ltd. 
United Asia Co., Ltd. 

Wing Fung Hong 

Yee Woo Loong Rice Trading Co. 


Trading in wheat flour was active. 
HK Flour Mill products enjoyed good 
local demand. American and Japanese 
goods registered good export demand 
while Australian and Canadian products 
scored better prices. The improvement 
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was due to increased indent prices of 
American, Canadian and Japanese 
flour, the renewed demand from South- 


east Asia and the low stock situation. 


Prices of sugar declined under heavy 


supplies from Taiwan and Japan v——— 


export demand slowed down. 


Cotton Yarn and Piece Goods: At 
the beginning of the month firm cotton 
price plus orders from Indochina, Thai- 
land, Korea and local weavers stimu- 
lated prices of local yarn and staple 
fibre yarn. By the end of the period, 
however, when Indochina stopped buy- 


- ing and enquiries from Korea failed to 


bring more business prices failed to 
advance further. Cotton piece goods 
which failed to improve during the first 
week later advanced when orders ar- 
rived from Indochina, Korea, UK, and 
Africa. Japan’s curtailment of pro- 
duction and increased indent qvuota- 
tions encouraged speculative buying 
which stimulated further gains. 


Cement and Coal: Heavy arrivals 
of Japanese cement were absorbed by 
strong local and export demand. By 
the end of the month Japanese cement 
quotations were firmer than during the 
previous month. On the sales of coal 


in HK, the Government announced that 


the trade will be returned to private 
businessmen as from January 1, 1955. 
The import and export of coal, how- 
ever, will remain under the control of 


the Department of Industry and Com- 
merece. 


HK Products: More markets were 
developed for HK manufactures. HK 
rubber products attracted big orders 
from UK, Africa, and Southeast Asia. 
Export of enamelware to Africa in- 


creased so much that more factories 


are opening up in HK. Electric flash 
light maintained good demand from 
Britain, South America, Africa, India 
and Pakistan; HK produced paint en- 
joyed great popularity in Thailand, 
India, Pakistan and Southeast Asia; 
locally made suits were’ shipped _ to 
Okinawa, Guam, Japan and Central and 
South America; while plastic goods and © 
toys received more and more orders 
from Ceylon, Burma and Africa. Aft 
the opening of the 12th Exhibition of 
HK products, there will be present not 
only the Governor of HK, but also Sir 
John Martin, Assistant Under Secretary 
of State, Colonial Office. Contrary to 
past practice, there will be no cocktail 
party this year. 


Commodity Prices on November 30, 


1954 


CHINA PRODUCE 


Aniseed Star-—-Nanning $95 $105 
Japanese $78. Rice Bran-——-Vietnam $22 picul- 
Cassia Lignea~-Kwangtung/Kwangsi picul 
in bulk, $57.50 picul in l-ewt bales. ' Gallnut— 
Hankow lst quality $78 picul. Toasted Garlic— 
Kwangtung $22 to $54 picul. 
$68 picul. Taleum—Kwangsi $9 picul. Graphite, 
80-82% —Hunan $110 metric ton. Fluorspar— 
Hunan, 85% £13 per metric ton c & f Japan. 
Ramie—Taiwan green $200 picul. Raw Silk— 
Shanghai 20/22 denier A $3,400 picul; Canton 
white steam filature 20/22 denier A $3,300 picul-. 
Dried Chilli—Szechuen new stock $145 picul, 


picul; 


Realgar—-Hunan . 
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Hunan new $142. Rosin—Kwangtung/Kwangsi 
X grade £87 10s metric ton c & f Indonesia, 
AAA £86 10s; Fukien B $102 quintal. Mustard 
Seed-—Continental origin $80 picul. Linseed— 
North China $58 picul. Sesame—Thai black $98 
picul. Spun Silk—-Shanghai 140/2 50 kilos per 
case $1,700 per case. Tea—Black, Hunan Ist 
quality $752 picul; Green, Foochow lst quality 
$745 picul; Green, Taiwan 2nd quality $270 
picul; Black, Taiwan BOP $365 picul. Aniseed oil 
—forward $1,780 picul. Cassia Oil—export qua- 
lity, c & f Europe 9s 6d per pound. Camphor 


Oil— Kwangsi $180 picul. Castor Seed Oil— 
$120 picul. Woodoil, Refined—$130 picul in 
drums, $126 picul in bulk, $124 bulk forward, 


£138 per ton in bulk cif London. Peppermint 
Oil—Shanghai $30 pound. Citronella Oil—Tai- 
wan $8.10 pound. Bitter Almond—Tientsin red 
membrane large $115 picul. Alum—Fukien 2nd 
grade $24 picul. Coir Fibre—Szechuen lst grade 
12”/24” $97 picul. Galangal—Kwangtung Ist 
$38 picul. Hog Casing—Shanghai transparent 
$1,470 picul. Hop Seeds—Tientsin new stock £85 
per metric ton c & f Japan. Menthol Crystal— 
Shanghai forward $35 pound. Rhubarb—Tientsin 
$26 picul. Turmeric—Szechuen forward $67 
picul. Black Bean—Shanghai $75 picul. Soya 
Bean—Dairen old stock $49.50 picul. Red Bean 
—Tientsin $95 picul. Green Bean—Thai large 
$54.50 picul. Groundnut Oil—African $113.50 
to $136 picul; Swatow forward $141 picul; In- 
dian $115-$120 picul. Cotton Seed Oil— Ameri- 
can Refined best quality $138 picul. 


METALS 


Mild Steel Angle Bars—Cont or Jap: 1/8” x 1” 
x 1” $36 picul; 3/16” x 14%4” x 1%” $35; 3/16” 
x 1%" x 1%” $35; 3/8” x3” x 8” and 3/8”’ 
x 4” x 4’ $34. Mild Steel Flat Bars—Cont or 
Jan: ¥%” x %” and =x %. picul ; 
“ue” x ¥%” to 1” and 4” x 1” to 2” $85. Hong- 
kong: 20’ to 24’ 14" x ™%” $33.50 picul ; 3/16” 
x %” $32.50; 4%” x %” to 1%" $82. Mild 
Steel Round Bars—Cont: 40’ length, 4” dia 
$35.50 picul; 5/16” $35; 3%” $34; 14” $33; %’ 
to 1” $32.50. Hongkong 20’ to 40’, 4” to %” 
dia. $32 picul. Mild Steel Square Bars—Cont 
or Jap 20’—22’: %” and %” $36 picul; %”’ to 
1144” $35. Mild Steel Plates —Japanese: 4’ x 8, 
3/32” $46.50 pieul ; 1%” $41; 3/16” to %”” $40. 
Galvanized Steel Sheets—UK 4’ x 8’: 1/32” 60c 
pound; 3/32” 54c; 4%” 52c. Steel Wire Ropes — 
Hongkong 24 x 6 x 720’: 1” $1.70 pound; 144” 
$1.50; 2” $1.15; 2%” and 214” $1.05; 2%" 
and 3” 95c. UK 24 x 6 x 7: 1” $2 pound; 
1%” $1.40; 2” $1.25. Tin Plate Waste Waste — 
Electrolytic: US 18” x 24” 1 ton skid $90 per 
200 lbs; UK $78. Coked: US $18” x 24” 1 ton 
skid $97 per 200 lbs; UK $88. Misprint: UK 
18” x 24 and larger $45 per picul. Black 
Plate Waste Waste—UK 18” x 24” and larger, 
G29-G33 $43 picul. Tin Plate—UK 30” x 36” 
G24 75c pound; G26 7T5c. Galvanized Iron 
Sheets—Japanese 3’ x 7’ USSG 24 538c¢ pound; 
USSG 26 54c; USSG 31 $1,356 per ton. Black 
Plate—Jap 3’ x 6’ G18 $47 picul; 3’ x 7’ Gl 
$62 picul. Aluminium Sheets—Jap 3’ x 8’ 99.5% 
alloy G18 and G22 $1.82 pound. Brass Sheets— 
Jap: 14” x 48’, 9 oz to 10 oz per sq ft $290 
picul; 12 oz $295; 14 oz $285. UK: 4’ x 4’ 20— 
25 Ibs per sheet $285 picul. Zine Sheets—Cont 
2’ x 8’ G6 $105 picul; G9 $119. Lead—Pig lead 
98% alloy $104 picul. Galvanized Iron Wire— 
Cont or Jap: G10 $41.50 picul; G12 $42; G18 
$45: G22 $48. Steel Wire Rods—Cont or Jap: 
Ist grade 7/32” $39 picul; 2nd 3/16” to 4” $27, 
5/16” to %%” $26. Black Iron Pipes—Cont 18’ — 
22°: %” dia 50c ft; %” 58c; 144” 85c; 1%” 
18’—22’ dia 58c per foot; %”’ 67c; 2” $1.75; 

2%,”’ $2.70; 4° $4.20. Brass Scraps—from en- 
gine parts, large and medium sizes $163 picul; 
Old mixed $160. Cast Iron Scraps—$19.50 picul. 
Wrought Iron Scraps—lst choice $175 per ton; 
2nd choice $80. Iron Plate—from ship ¥,” and 
over $20.50 picul. 


PAPER 


Newsprint in Reels—European 50-52 gr 31” 
A&c to 5le per pound; US 48%c to 49c. News- 
print in Reams—31’’ x 43” 50-52 gr 50-lb ream: 
European $24 to $24.50 ream; US $24.50; 
Canadian $24.50. 50 gr 48-lb ream: Jap $19 
to $20 ream; Chinese $17.50 to $18.50 ream; 
European $26. M. G. Cap—22-23 gr 17% Ib 
ream 25’’ x 44’’: Austrian $9.80 to $10.20 ream; 
Jap $10; Chinese $8.80. M.G. Pure Ribbed 
Kraft—40 gr 47-lb ream 35” x 47” Swedish $32 
ream; Austrian $30.50. 38-39 gr 45-46 lb ream 
35°" x 47” Jap, $27.80 ream. M. G. Ribbed 
Imitation Kraft—European 40 gr 47-lb ream 


$33 per ream. Glassine—French 30 gr 


$6.30 per 100-lb bag. 


35” x 47” $28.50 ream; 60-150 gr, 75-160 Ib 


ream 35’ x 47’’ 69c¢ per pound. M. G. Pure 
Sulphite— European: 20 gr 17-Ilb ream 30” x 40”’ 
$12.50 to $12.80 per ream. M. G. Pure White 
Sulphite— European: 40 gr 47-lb ream 35” x 47” 
$30.50 ream; 34 gr 40-lb ream $28.50; 50-90 gr 
60-100 Ib ream 69c per pound. Unglazed Pure 
Kraft— Austrian, 40 gr 47-lb ream 35” x 47” 


$29 ream. Flint, Coloured—UK 60-65 gr, 25-lb> 


ream 20” x 30” $37 ream; Chinese 26-lb ream 
26-Ib 
ream 30” 40” $32.60 ream; Japanese $30.80. 
Duplex Board—31” x 43’’: 250 gr 240-lb ream 
European $125 to $138 per ream; 230 gr 220-lb 
ream European $116 to $128 ream, Jap $95 
to $101 ream. Woodfree Printing—31l’ x 43”’’ 
60 gr and over, 57-60-lb ream: European 68c 
per pound; Jap 64c. Bond Paper—22” x 34’’ 
white: European 60 gr 32-lb ream $23.50 to 
$29.50 ream. Japanese 50 gr 26 Ib ream $20.50 
ream. Manifold, 22’’ x 34’”°—White, 30 gr 16-lb 
oye European $12.50 to $14.30 ream; Chinese 
10.50. 


PHARMACEUTICALS 


Dihydrostreptomycin— French, 1958 $1 per vial 
of 1 grm. Sulfadiazine Powder—-UK $42 pound; 
French $42; Jap $40. Sulfathiazole Powder — 
French $9.30 pound; Italian $8.90; UK $9.50. 
Sulfaguanidine Powder—UK $7.20 pound; Dutch 
$7.15; German $7.10. Sulfanilamide Powder— 
USA $3.90 pound; UK $3.55; German $3.50. 
PAS Powder—USA $5.15 per 8-oz tin. Amido- 
pyrin—French $18 pound; USA $18; UK $17. 
Ephedrine Hydrochloride—German $36.50 pound; 
USA $37.50. Iodine Resublimed— UK $11 pound. 
Phenacetin—USA $5.50 pound; UK $5.20; Ger- 
man $5. Saccharum Lactose—Dutch $1.01 
pound; UK $1. Santonin—UK $23 per oz. 


INDUSTRIAL CHEMICALS 


Boric Acid, powder-—-USA 64c pound. Citric 
Acid, crystal—UK $2.75 pound; French $2.45. 
Oxalic Acid, crystal—German 83c pound. Stearic 
Acid— Belgian needle form 92c pound. Borax 
—Crystal: UK $46 per l-cwt bag; US $43.50 
per 50-kilo gunny bag. Granular: US $40 per 
100-lb bag. Carbon Black— US, 50-lb paper bag 
$3.50 pound. Caustic Soda—UK $164 per 300- 
kilo drum; Jap $145. Formalin—UK 40% 40c 
per pound. Glycerine—Chinese $1.90 pound; 
Dutch $2.60 pound; Indian $2.40. Gum Arabic 
—Sudan $1.30 pound. Lead Acetate—German 
88c pound. Lithopone, 30% Dutch 35%c pound; 
German 34c. Petrolatum—Amber, German 49c 
pound. Snow White, US 7le pound. Red Phos- 
phorus—French $255 per case of 10 5-kilo tins; 
Jap $215. Rongalite C, lumps—French $1.45 
pound; German $1.45; Swiss $1.45. Rosin— 
USA $80 picul. Soda Ash—UK $32 per bag of 
90-kilo; Jap $28 per bag of 100-kilo. Sodium 
Perborate— UK $1.10 pound. Industrial Tallow 
—Australian No. 1 $81 picul; US $81; German 
$81. Tanning Extract—UK 80c per pound. 


COTTON YARNS & PIECE GOODS 


Cotton Yarns—HK: 10’s $875 to $920 per bale; 
20’s $1,060 to $1,180. Egyptian: 20’s $1,085; 
32’s $1,325. Fibre Yarns—HK: dull 30’s $1,040; 
bright 30’s $1,040; dull 20’s $855; bright 20’s 
$870. Jap: dull 30’s $860; bright 30’s $860; 
dull 20’s $845 to $875; bright 20’: $875. Grey 
Sheetings—HK: 60 x 60, 36” x 40 yds per pe 
$34.50 to $37 per piece. Jap: No. 2023 $33.50; 
No. 2003 $29.70. White Shirting—HK: 60 x 56, 
341%”? x 40 yds $42.50 per piece. Jap No. 10000 
$44.60 per piece. | 


CEMENT 


Green Island Cement—Emeralcrete: $8.20 per 
112-lb bag. Emerald:, $7.10 per 112-lb bag; 
Japanese Cement — forward 


ex-ship HK $121.50 per ton; spot 100-lb bag 
$6; l-cwt bag $6.70 per bag. White Cement — 
Snowcerete $15.40 per l-cwt bag; Danish Bate 


$15.80 per l-ewt bag. 


RICE, FLOUR & SUGAR 


Rice— White Rice: Thai, special 3% $80 picul, 
A 5% new $77, C 15% $72.40, D 20% old $71.80; 
Vietnam Ist $63.10, 2nd $61.40, 3rd $60.50. 
Government Tender Rice—Thai A $61.30 picul, 
C $52.50. New Territories Ist class new stock 
$68 to $70 picul. Flour—USA $13.10 per 50-lb 
bag; Australian $12.80; Canadian $13 to $16.80; 
Japanese $9 to $11.60. Sugar — Granulated: 
Taiwan No. 21 $39.60 picul; Taikoo $41.80; 
UK $36.20; Jap $41.20. 


FAR EASTERN 


Economic Review 


NOTICE 
THE HONGKONG ELECTRIC 
COMPANY, LIMITED 


Notice to Shareholders 


Notice is hereby given that an 
Extraordinary General Meeting of 
the Members of the Company will 
be held at the Registered Office 
of the Company, 4th floor, P. & O. 
Building, on Thursday, the 23rd 
day of December 1954 at 11 a.m. 
for the purpose of considering 
and if thought fit passing the 

following Resolution as an Or- 
dinary Resolution :— 


That it is desirable that 
the agency agreement en- 
tered into with Messrs. Gibb, 
Livingston & Company, 
Limited dated 13th Novem- 
ber, 1947 be terminated and 
the Board of Directors of 
The Hongkong Electric 
Company, Limited be and are 
hereby authorised to offer 
the sum of $3,000,000.00 as 
compensation to the said 
Messrs. Gibb, Livingston & 
Company, Limited in con- 
sideration of the total aban- 
donment of all the contrac- 
tual rights under the agree- 
ment dated 13th November, 
1947, and that if the offer be 
accepted, the Board of 
Directors of The Hongkong 
Electric Company, Limited 
be authorised to enter into a 
Deed of Cessation with 
Messrs. Gibb, Livingston & 
Company, Limited giving 
effect to the said arrange- 
ments for the termination of 
the Agency. 


By Order of the Board of 
Directors, 


W. STOKER 
General Manager. 


Hong Kong, 
Tuesday, 23rd November, 1954. 


~ = 


Published and edited by ERIC E. HALPERN 
for and on behalf of The Far Eastern 
Economic Review Ltd., at 322, Queen’s Build- 
ing, Victoria, Hongkong.—Telephone: 32429. 
Cables: Ficom. | 


The Far Eastern Economic Review is 
published weekly and printed in Hongkong 
by the Graphic Press Ltd., 4, Queen’s Road, 
C. 

* * 

Annual subscription rate: $80. 


Overseas 
$93 or £6.0.0-or US$16.- 


Price per single copy: $1.60 
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CEMENT 


(EMENT 


HEAD OFFICE: 2-chome, Dojima-hama-dori, Kita-ku, Osaka 
TOKYO OFFICE: Room &50 Marunouchi Bldg., Marunouchi, Tokyo. 
CABLE ADDRESS: “YOGYO CEMEN” Tokyo or Osaka 


Powerful 
Reliable 


ISUZU & Bus 


Figures speak for 
themselves! 

Using ISUZU trucks 
shows up in the 
Credit column of 


any ledger. 
ISUZU MOTOR CO. 
2691, OI-SAKASHITA-CHO, SHINAGAWA-KU, TOKYO. : 
CABLE ADDRESS: ISUZU TOKYO 
Foreign Agents: | 3 
OKINAWA ISUZU MOTOR CO., LTD. :~_ 7T-han, 2-ku, Asato, Mawashi-shi, Okinawa. 
INTERNATIONAL AUTO CO., LTD. : 7, Po-ai Road, Taipei, Taiwan. | 
KANG YONG TRADING CO., LTD. : 119, Suapah Road, Bangkok, Thailand. 


SAMWHA ENTERPRISE CO., LTD. : No. 92, 2nd-ka, Choongmoo-Ro, Choong-koo, Seoul, Korea. 


THE BANK, 


The largest commercial bank in Japan 


2,700,000,000.00 


Deposit 


(as of March 31, 1954) | 


HEAD OFFICE: Chiyoda-ku, Tokyo, Japan. 
185 branches in principal cities of Japan 
OVERSEAS: 


LONDON BRANCH, (Salisbury House, Finsbury Circus, London, E.C. 2). 
NEW YORK REPRESENTATIVE OFFICE, (Room No. 702, 61 Broadway, New York, N.Y.) 
CALCUTTA REPRESENTATIVE OFFICE, (6th Floor, Mookerjee House, Calcutta-1) 


CORRESPONDENTS ALL OVER THE WORLD 


We are always ready to place our excellent service at your disposal. For any inquiry, please write to rernae 


Relations Department, Head Office, Tokyo. 


N 
Sp. 
stabdlisne in 
| 
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AMSTERDAM BRUSSELS 
FRANKFURT BERLIN 
COLOGNE DUSSELDORF 
HAMBURG MUNICH 
STUTTGART VIENNA 
BREMEN HANOVER 
ZURICH ROME PARIS 
NICE BARCELONA 
MADRID LISBON OSLO 
STOCKHOLM HELSINKI P 

COPENHAGEN 


In which of 
these major 
European 


markets are 
| you selling? 


© 


4 


More Than 50 YEARS 


EXPERIENCE YOUR SERVICE 


SOUTH AFRICA AND 
SOUTH AMERICA V.V. One-carrier 


GETS GOODS | 
THERE FASTER 


STRAAT BA LI, etc. 


Aosiiinn Transhipment Cargo on Through Bills of Lading 
To 
West African Destinations 


To 


BRITISH EAST AFRICA, MAHE 
(SEYCHELLES) AND BEIRA V.V. 


Regular monthly sailings with uptodate modern vessels offering 
limited attractive passenger accommodation. 


2 
SINGAPORE, PENANG, BELAWAN DEL ...assures dependable handling 
| AND PALEMBANG : ® Pan American expedites your cargo through customs 
Regular Monthly Sailings | fast. Keeps it moving to market with no loss of time. Your 


| To | shipments get personalized service all the way by this 
SINGAPORE AND INDONESIA (JAVA one-carrier service. 
NORTHCOAST PORTS AND © Fast, frequent schedules insure speedy delivery. 
MACASSAR) @ Pan American flies more international cargo than any 
“TJIWANGI"/"TJILUWAH” every 2nd and 16th of each month, || Other airline. Discover the benefits one-carrier Clipper 
: Cargo service can offer you. For details and schedules— 
JAPAN AND INDONESIA (INCL. BALI) | CALL YOUR CARGO AGENT 
Special Holiday Fares er Pan American | 
Refrigerated cargo space, cargo oil tanks, | Alexandra House, Phone 37031 (Cargo Section) 
and strongroom compartments available otel, Phone 57572 
Agents for: 
Fast Regular Monthly Service To Continental Ports Worl d’s Mos F 
BOOKING AGENTS FOR ALL AIR LINES Experienced — -h ; 
Offices in Hongkong, Japan, Philippines, Indonesia, Airline 


Sydney, Durban, Buenos Aires, Amsterdam. 


AGENTS THROUGHOUT THE WORLD FAN AMERICAN : 


Particulars gladly supplied by Pan American World Airways, Inc., Incorporated in the State of New York, U.S.A., with limited liability 


ROYAL INTEROCEAN LINES ( 


King’s Bldg. ground floor, Tels. 28015/19. Hong Kong 


| 
TRAVEL ‘ SHIP 
VE 
| 
Gf 
<a> 
| | 
Two regular sailings per month, served a.o. by our wellknown vessels 
| 
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LTD. 


HONGKONG & SHANGHAI BANK 


BUILDING 
HONG KONG 
P.O. Box No. 36 Telephone No. 28021 


J Importers, Exporters, Shipping and 
Insurance Agents, Machinery and 
— Contracting Engineers, Refrigeration 
Engineers, Office Equipment Experts, 
Wines and Spirits Stockists, Suppliers 
of Ships’ Paints, Provisions and 
Pharmaceuticals. 
R 


HEAD OFFICE: | 
24,5T. MARY AXE, LONDON, E.C.3 


BRANCHES: 
HONG KONG MANILA 
TOKYO NEW YORK 
YOKOHAMA | VANCOUVER 
NAGOYA COLOMBO 
KOBE CANTON’ 
OSAKA FOOCHOW’ 
| * Business temporarily suspended. 
SUBSIDIARIES :— 
Dodsal Limited, Bombay. 


Dodwell & Co., (Aus.) Pty. Ltd., Australia. 


Dodwell & Co. (East Africa) Ltd., Nairobi, 
Kenya. 


Gardner Diesel Engines, Ltd., Vancouver. 


JARDINE, MATHESON 


Gee. 


Established 1832 


FAR EAST MERCHANTS 
HEAD OFFICE: 14/18 PEDDER STREE}, | 


HONG KONG 


Importers and Exporters, 

Tea and General Merchants, 

Insurance, Shipping and 
Air Transport 


GENERAL MANAGERS: 


The Indo-China Steam Navigation Co., Ltd. 
The Australia China Line 


The Hong Kong Fire Insurance Co., Ltd. 


GENERAL AGENTS: 


Lombard Insurance Co., Limited 


British Overseas Airways Corporation 


AGENTS: 


Glen Line Limited 

Royal Mail Lines Limited 

Prince Line Limited 

Western Canada Steamships Co., Ltd. 
Pacific Transport Lines, Inc. 

Furness, Withy & Co., Ltd. 

The Union-Castle Mail Steamship Co., Ltd. 
Alliance Assurance Co., Ltd. 

Atlas Assurance Co., Ltd. 

Queensland Insurance Co., Ltd. 

Bankers and Traders Insurance Co., Ltd. 


- Triton Insurance Co., Ltd. 


Thistle Insurance Co., Ltd. 

The Legal Insurance Co., Ltd. 

Economic Insurance Co., Ltd. 

The Employers’ Liability Assurance Corp., Ltd. 
The Merchants’ Marine Insurance Co., Ltd. 
Eastern Federal Union Insurance Co., Ltd. 


HONGKONG AIRWAYS LIMITED 


THE JARDINE ENGINEERING 
CORPORATION LIMITED 


| 
| 
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The United Commercial Bank Ltd. | ‘° 
Incorporated in India | 
with Limited Liability : 


Authorized Capital: .... HK$96,386,000.- 
Subscribed Capital: ... HK$48,193,000- 
Paid-up Capital: ..... HK$24,096,000.- 
A.P. MOLLER, COPENHAGEN Reserve Liability of Shareholders: ..... HK$24,096,000.. |} ||| 
General Agents U.S.A. 
MOLLER STEAMSHIP COMPANY INC. | Bi 
NEW YORK BRANCHES | 
Fast Fortnightly Sailings To: INDIA | 
89 Branches established in all the important places. C) 
via 
PAKISTAN FR - 
JAPAN, SAN FRANCISCO, LOS ANGELES & 
PANAMA | Karachi Pondicherry C} 
MG. “ADINA SEAR Dec. 17 
MS. “PETER MAERSK” ..... .... .:.. Jan. 2 BURMA | MALAYA 
Accepting Transhipment Cargo on Through 
Bills of Lading for Central and South — Penang D 
America, Caribbean and Gulf Ports. —! | Singapore 
Special Strongroom Compartments & Moulmein 
Refrigerated Cargo Space. Mandalay 
7 Rangoon 
Arrivals from U.S.A. | 
M.S. “JEPPESEN MAERSK” .... .... Dec. 15 LONDON: 
M.S. “CORNELIUS MAERSK” .... .... Dec. 17 
15 Throgmorton Avenue, LONDON, E.C.2. 
Sailings to India, Pakistan & P. Gulf 
M.S. “MATHILDE MAERSK” .... .... Jan. 7 
Arrivals from Persian Gulf & India 
M.S. “ELLEN MAERSK” .... .... .... Dec. 28 
The Bank is equipped with modern 
Sailings to Djakarta, Semarang, airconditioned SAFE DEPOSIT VAULT 
Sourabaya, Macassar & Balik and provides LOCKERS of different sizes | 
Papan via Manila according to requirements. 
M.S. “EMILIE MAERSK” .... .... .... In Port A-7 | 
M.S. “AGNETE MAERSK”... .... Dec. 16 FOREIGN BANKING SERVICE 
For Freight & Further Particulars The Bank provides complete service 
erease apply to: for Foreign Banking and Exchange alli I 
J EBSEN i & CO. | over the world in cooperation with first- | 
Pedder Building. Tel: 36066-9. class Bankers. 
Chinese Freight Booking Office 
27, Connaught Rd., C. Tel. 20361. 4 Queen's Road 
Dates and rotation subject to change without notice. Hong Kong 
_ At liberty to proceed via other ports to Tel. 36071-2-3 Manager. 
load/discharge cargo 
\ 


T 
| 
i 
| 
A> 
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